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The Committee regret tu observe that although more than A note lias been received (Appendix XI). See paras 70 
eight months haw clapped, the Ministry have nor yet fur- of the Report, 

nished thj informition. The Cammittec, thcrcfcrc, have 
no ah*raative bat to leave this matter for future consi- 
deration. 
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6o The Committee find it difficult to share the satisfaction of Noted. S-.t. paras !ja 

XXIII the Ministry aboai the iransaction rclaung lo the pur- the Report, 

chase of chancery building merely be^^ause tlie price 
paid for the property was less than the sanctioned sum. 
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54 The Committee sec no justification for Goverronent resum- A note hi? been received Sec paras 103 to 106 

XVI ing the payment of this pension in October, 1952 after it (Appendix X\'III). of the Report, 

had been discontinued for the very reason that it was not 
the liabHity of India but of Pakistan. They find it difficult 
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all possible and timely steps have been taken to set off 
debts due to the Corporation again'^t the compensation 
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The Committee cannot accept that merelv becaubc Tor A note has been received Ste para 141 of the 

(App.ndix LXXXV.) Report 
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XV the causes for the djlay la mikii g payment to tho ol the Report. 

SoJepur Gla-iS W)5ks, as promised by the reprcseriun%cs 
of the Mi i >try of Finance at the sitting <'i the 0'mn;iftec 
held on the nth hcbreaiy, 1955. 
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to install this foundry. The foundry 
equipment not yet sold will be disposed 
of through the Disposal Committee set 
up by the Government of India for 



purposes ot' prompt disposal of C.T.O. 
stores. Actually offers worth Rs. 81,048 
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camps in jjie 41 case- reported. 



31 


■ O XXl 

rfcQ 5,.C 

> 2 ^ 

5 3 „ g 
. < JJ « 

' 3 fcr. 

^ c 


^3 ^ S 7 
^x S ci 


S 2 

g ./> 

3 Ci. rt 


5. c P 

Or;'—;::; 

X O 2 ” 

j5 C >. 

iJs f a 

c «f yH 
x 2 ^ k x: 

Tj *5 § ^ r 
P o 2 H *-( 

5 <rJ 

sil^s 

is.?p-“c 

q 2 S O S 

6 ti.g 

« C'SS ? 


' ’Z2 ^ ^ r- {3 

2 c 3 

' C Cu^ 

- •— f« C5 3 .5S 

" 2 3 '2 o' 2 o .S 
^ « c H -p 2 

^ - ■ ^ *-. C ;,. O 

- ♦:: 3* q . P o X 

:o_r:Ot::'^oO 

- O ~X o rt <« 

-X q 

^ -' "^ *^ o 5 

- 2 P — ■ p’i:::’+- o 

: = ■> ^ g o ■= < 

= E'£Eg-8» 

• c “ ag2 § g 
iV o g-s^ 
-iiP.^^.sS 

i'c-S-S-n >.=: = 

3 ^ 2 i3 P o 

3*3 >1 jT! c3 1^ jC 

• ii-=‘-^ 5t,c c“ 

J « <o c t2 ^ 0^0 

: q £ 2 o S o 
i':: c 

i'2-2-S3;5!8| 

!ga8S-6«1 


*Tj 13 ^ 

O 0 13 2 •' 


£^•5 
q 2 

5 Ci, , 
rS *- 
U u cs 

1.1 2-G 

o « w 

H 


c ( 

— r* * 

S o-^. 

T3 ^ 2 i 

'L“li 

U t: 1/1 e 


o 

OS 


;3 The Committee would like to be inft)tm-d in due course of The Indian Embassy in Peking are being re- See para 227 of the 
VI. the further development relating to recovery from the gularly reminded to expedite matters with Report. 

Nationalist Chinese (KAIT) Government (The amount to the Chinese Government, 
be recovered was Rs. 1,29,230). 
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interest of Government, merely because he has been asked 
by a superior officer to do so, is not fit to hold any position 
of trust or responsibility. 
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ful end. They would like that Government should give 
some thought to this matter. 

Il8 The Committee would like to be apprised of the outcome of The Committee will be apprised of outcome Further report is 
XXIII this case. of the case as soon as the arbitration pro- awaited. 

ceedings are completed. 
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quiry was made by the Lok Sabha Secretariat. The 
Committee would suggest that an enquiry which would 
lead to the devising of measures to remove any exit ting 
defects in the present machinery would be worthwhile. 



APPENDIX n 

No. 1—22/57— Budget. 

New Delhi, the 18th April, 1958. 

Note from the Ministry of Food and Agriculture {Department of 
Agriculture) giving reasons for Supplementary Grants and sub- 
sequent surrenders under Grant No. 45 — Agriculture, Appropria- 
tion Accounts (Civil), 1953-54 

Question: What is the justification for Supplementary Grants and 
subsequent surrenders? 

Answer: During 1953-54 the following Supplementarv Grants 
were obtained under Grant No. 45 — Agriculture; — 


S. Session of the Par- 

Sub->Icad under which obtained 

Amount of 
Supplcmen- 

No, 1 lament 


tary Ciram 



Rs. 

I. Septo 1953 

B. 5 — Vegetable Oil Fro 'u; s Controller for 


India . . 

1 , .;6.000 

2. Decemberj 1953 

0 — Expenditure on Measures designed to 


assist Cotton Growers . 

32,22,000 

3 February, 1954 • 

. L. 3 — Indian Institute of Sugar I'cchno- 


logy 

500 


L. 7 — Indian Institute of Sugarcane 

Research .... 

500 


I (1) The Supplementary Grant of Rs. 1,36,000 obtained in Sep- 
tember, 1953 Session of the Parliament was meant to augment tht 
provision for the Office of the Vegetable Oil-Products Controllei 
for India. This was considered necessary to meet the expenditure 
on staff and equipment in connection with the following additional 
work which could not be foreseen at the time of making budget 
provision for 1953-54; — 

(i) Enforcement of Industries (Development and Regulation) 
Act, 1952 in respect of Sugar and Vanaspati. Govern- 
ment decision was taken on 18th March, 1953. 

(ii) Implementation of the recommendations of Ghee 
Adulteration Committee. Decision taken by Govern- 
ment on 1st April, 1953. 

(iii) Payment of subsidy to Sugar Factories on account of 
reduction in sugar* prices of controlled sugar stocks. 
Decision taken by Government in November, 1952. 
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The Supplementary Grant of Rs. 1,36,000 increased the original 
budget provision of Rs. 1,86,000 to Rs. 3,22,000. The actual expendi- 
ture on the office of the Vegetable Oil-Products Controller for India 
•during 1953-54, however, came to Rs. 2,99,179. It will be seen that 
over 92 per cent, of the provision inclusive of the amount of Sup- 
plementary Grant was actually utilised. 

(2) The Supplementary Grant of Rs. 32,22,000 obtained in Decem- 
ber, 1953 Session of the Parliament was meant to provide for 
funds required for making payments to the Governments of Bombay 
•and Sau’'ashtra of their claim in connection with the losses sustain- 
ed by them on account of remission of land revenue granted on the 
additional area brought under cotton cultivation during the year 
1950-51. This claim was based on a policy decision of the Govern- 
ment of India taken on 25th April, 1950. The actual expenditure 
came to Rs. 32,42,384. Thus the provision made through Supple- 
mentary Grant was utilised in full. A saving of Rs. 6 lakhs was 
’expected under sub-head F.6(2) late in November, 1953, when the 
demand for the Supplementary Grant had already been submitted 
to the Ministry of Finance. 

(3) The Supplementary Grant of Rs. 1,000 obtained in February, 
1954 session of the Parliament was a token provision to seek the 
approval of the Parliament for incurring expenditure on Indian 
Institute of Sugar Technology and Indian Institute of Sugarcane Re- 
search which treated as new services. 

II. The main sub-heads which contributed to the major portion 
of the surrenders of Rs. 73,85,832 were B.l, F.6(l) to F.6(3), I, J, K.5, 
I. .2 (2). M and N. 

Sub-head B.l. — Subordinate and Expert Staff — I.A.R.I. accounts 
for Rs. 5-14 lakhs due to vacancies, lesser payments for custom duty 
and less procurements of equipment, while group head F.6 for about 
Rs. 11 -80 lakhs as requirements of State Governments could not be 
estimated accurately till late in the year. Sub-head I — Payment of 
net proceeds of the Cess on Agricultural Produce to the I.C.A.R. and 
group heaa J — Grants to the I.C.A.R. were responsible for the saving 
of Rs. 3 lakhs and Rs. 17-97 lakhs respectively mainly because of 
lesser collections of cess on Agricultural Produce (Rs. 3 lakhs) and 
non-implementation of certain schemes (Rs. 2-97 lakhs) end change 
in classification (Rs. 15 lakhs) decided on 3rd September, 1953. The 
saving of about Rs. 3-81 lakhs under sub-head K — Agricultural 
Marketing — K.5 — Export Quality Control was mainly due to delay 
in the implementation of certain schemes of grading and decision on 
4th February, 1954 not to construct laboratory buildings during that 
year. The savings under sub-head L.2(2) — Fumigation of American 
Cotton -Other charges amounting to Rs. 6 73 lakhs was due to lesser 
import of American Cotton entailing less expenditure on Fumiga- 
tion. Sub-Heads M— Transfer to a fund of the proceeds on the 
sale of Sugar Stocks seized on decontrol and N— Cane Development 
and Regulation of Sugar Industry account for a saving of about 
Rs. 6 lakhs which was due to le.^er realization of profits on the 
frozen stocks of sugar and decision to implement the scheme more 
by way of loans than by giving subsidy. 



44 


The savings explained above total upto Rs. 54 45 lakhs. The 
remaining savings are spread over a number of sub-heads. 

As there was no firm data representing the actual expenditure 
on these sub-heads at the time Parliament was approached for Sup- 
plementary’ Grant, it was not possible to anticipate the extent of 
savings. 


It may be stated for the information of the Public Accounts 
Committee that a budget cell has been created in this Department 
since September, 1955 for co-ordinating all budget matters. Since 
then a detailed and thorough examination is conducted before ask- 
ing for any Supplementary Demand. During 1955-56 no supple- 
mentary grant was obtained. Similarly during 1956-57 only two 
token Supplementary Grants were obtained for regularising expendi- 
ture on new services. During the year 1957-58, however, this De- 
partment asked for a Supplementary Grant ..ff Rs. 52’ 17 lakhs under 
Grant No. 46 — ^Misc. Departments and other Expenditure under the 
Ministry of Food and Agriculture after thoroughly examining the 
possibility of meeting this demand from within the budgeted pro- 
vision. 


The note has been vetted by Audit. 


M. LAL, 
Joint Secretary. 



APPENDIX III 


Note from the Ministry of Food and Agriculture (Department of 
Agriculture) giving reasons for over-budgeting under sub-head 
N — Cane Development and Regulation of Sugar Industry, Grant 
No. 45- Agriculture, Appropriation Accounts (Civil) 1953-54. 

“1. Basis of provision of Rs. 18 lakhs under sub-head N — 
Cane Development and Regulation of Sugar Industry 
Grant No. 45 — Agriculture — in the budget for the year 
1953-54, reasons for non-utilization of the major portion 
of the provision and non-payment to the States of the 
full amount retained as final grant under this sub- 
head.” 

2. What are the reasons for over-budgeting?” 

MINISTRY’S REPLY 

The Appropriation Accounts for 1953-54 show the position as 
under: — 


$ub-head/Scheme j Original Actual 

Grant Expenditure Savings 


Rs. 

N— >Gine Development and Regulation 

of Sugar Industry . . . O 18,00,000 

R( — ) 10,86,100 


7.13.900 


Rs. Rs, 


*7,13.900 Nil 


•During the year 1953-54, Government paid Rs. 7,13,900 to the Indian 
Central Sugarcane Committee. Out of this, a sum of Rs. 3,48,898 was dis- 
bursed by the Committee to State Governments and the balance of 
Rs. 3,65,002 was refunded to the Central Government in 1954-55. 


An allocation of Rs. 75 lakhs was made on 15th February, 1945 
from the Temporary Sugar Excise Fund collected out of the addi- 
tional excise duty on sugar levied in 1943-44 and 1944-45 for subsidis- 
ing Sugarcane Development Schemes in the States. These schemes 
were initiated in 1948-49 by the Indian Central Sugarcane Com- 
mittee for a period of 5 years to be subsidised jointly by the Centre 
and the State Governments on 50:50 basis. These schemes were 
extended upto the end of the First Five Year Plan and to cover all 
sugarcane producing States. 
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2. On the basis of the information- collected by the Indian Central 
Sugarcane Committee from the State Governments in 1953-54 as 
well as the revised estimates of expenditure on these schemes in 
1952-53 (Rs. 18,21,428), a budget provision of Rs. 18,00,000 was made, 
in 1953-54, in respect of Central subsidy on these schemes on 50 : 50 
basis. This provision was based on the difference between the total 
allocation of Rs. 75 lakhs and the amount actually transferred to the 
States during the years 1948-49 to 1952-53 in respect of development 
schemes. During the course of the same year, the Working Party 
consisting of the representatives of the Planning Commission, 
Ministry of Food and Agriculture and the Indian Central Sugar- 
cane Committee, decided, on 18th August, 1953, that the entire cost 
of development staff under these schemes should be the responsibility 
of the State Governments and that the basis of financial assistance 
for these schemes should be the same as for G.M.F. Schemes. With 
this decision, the amount of financial assistance for the year was 
considerably reduced. The State Governments made vigorous pro- 
tests against this reduction on the following grounds: — 


(a) The Schemes had run for the greater part of the year on 
the old basis and that the staff had been in position. 

(b) The staff required for carrying out the schemes like dis- 
tribution of disease-free seed, protection of crops, demons- 
tration farms, intensive compost drive, etc., was not 
shown separately but was common for all the development 
schemes including the above items. 


3. It was expected that decisions on these proposals would be 
taken at least before the close of the financial year but it could not 
be taken until the 6th July, 1954, i.e., long after the close of the 
financial year. Accordingly, a sum of Rs. 7,13,900, which included 
the element of provision for trained personnel, was sanctioned for 
payment to the Indian Central Sugarcane Committee for disburse- 
ment to the State Governments v5ic letter No. F 1-2/54-S. Instt., 
dated the 26th March, 1954, to avoid lapse of funds. While a sum 
of Rs. 8,54,730 was re-appropriated to other heads of account, the 
balance of Rs. 2,31,370 was surrendered to Government. 

4 In pursuance of, the decision taken on the 6th July, 1954, sub- 
sidy on account of staff to the extent of 50 per cent, in 1953-54, 33 
per cent, in 1954-55 and only 25 per cent, in 1955-56 was payable 
to the State Governments. A sum of Rs. 7,06,637 was, therefore, 
paid during the year 1955-56 to the State Governments on account 
of subsidy for employment of staff for the development schemes in 
1953-54. 

5 Further, the revised pattern of financial assistance as recom- 
mended by the Working Party at its meeting held on 18th August, 
1953 was then accepted by the State Governments of Uttar Pradesh, 
Bihar and West Bengal and total grant of Rs. 3,48,898, details of 
which are given below, was disbursed to them in 1953-54 by t he 
Indian Central Sugarcane Committee; 
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State 

Uttar Pradesh 
Bihar 

West Bengal 


Amount 

.. Rs. 1,65,300 
.. Rs. 1,79,500 
. . Rs. 4,098 

TOTAL . . Rs. 3,48,898 


Since the pattern of financial assistance applicable to the sugar- 
cane schemes in the States of Punjab, Bombay, Madras and Andhra 
Pradesh could not be reviewed by the Working Party before the 
close of the financial year, no payment, on account of subsidy pay- 
able to the State Governments, could be made to them and hence 
the balance amount of Rs. 3,65,002 was refunded by the Indian 
Central Sugarcane Committee in 1954-55. 

6. Pay and Accounts Officer has certified the correctness of the 
amount paid to the Indian Central Sugarcane Committee, the amount 
paid by the Committee to the State Governments and also the 
amount refunded by the Committee to Government. 

7. This note has aLso been vetted by Audit. 

T. C. PURI, 

21-3-58. Joint Secretary. 



APPENDIX IV 


Note from the Ministry of Commerce and Industry giving the extent 
of control (administrative and financial) that the Ministry 
exercises over the Khadi Commission under Grant — Industries, 
Appropriation Accounts (Civil) 1953-54 and 1954-55. 

The Khadi and Village Industries Commission has been establish- 
ed with effect from the 1st April, 1957 under Section 4 of the Khadi 
and Village Industries Commission Act, 1956. The Commission en- 
joys complete autonomy except to the extent it is limited by the 
provisions of the Act arid the rules framed thereunder. 

2. The administrative and financial control exercised by the 
Central Government over the Commission is as indicated below: 

A. Administrative Control: 

(i) The members of the Commission, including the Chairman 
and the Member-Secretary, are appointed by Government 
(Sections 4 and 5); 

(ii) Government may remove from office any member of the 
Commission who in the opinion of Government has failed 
or is unable to carry out his duties so as to render his 
removal necessary or who has any financial interest in 
any subsisting contract made with the Commission or in 
any business undertaking dealing with khadi or any other 
village industries (Rules 4 and 5) ; 

(iii) Government may depute one or two of their officers to 
attend any meetings of the Commission and take part in 
the discussion of the Commission although such officers 
shall not have the right of vote [Section 9(3)]; 

(iv) no person whose honorarium or the maximum salary 
exceeds five hundred rupees per month shall be appointed 
by the Commission except with the previous approval of 
Government [proviso to Section 14(2)]; 

(v) in the discharge of its functions under the Act, the Com- 
mission shall be bound by such directions as Government 
may give to it (Section 16); 

(vi) the Commission shall furnish to Government at such time 
and in such form and manner as may be prescribed, or 
as Government may direct, such returns and statements 
and such particulars in regard to any proposed or exist- 
ing programme for the promotion of development of 
khadi and village industries as Government may from 
time to time require [Section 24 (i)]; 
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(vii) the Commission shall as soon as possible after the end 
of each financial year submit to Government a report in 
such form and before such date as may be prescribed, 
giving a true and full account of its activities, policy and 
programme during the pi’evious financial year [Section 
24(2)]; 

(viii) Government may by notification in the Official Gazette 
direct that the Commission shall be dissolved from such 
date as may be specified (Section 25); 

(ix) the Commission may with the previous sanction of Gov- 
ernment make regulations for the discharge of its func- 
tions. Government may by notification in the Official 
Gazette rescind any regulation which it has sanctioned 
and thereupon the regulation shall cease to have effect 
[Section 27(3)]; 

(x) Government may, by notification in the Official Gazette, 
make rules to give effect to the provisions of the Khadi 
and Village Industries Commission Act, 1956 in respect of 
the term of office, the terms and conditions of service of 
the Chairman, the Secretary and the other members of, 
and the Financial Adviser to, the Commission, and in res- 
pect of the powers and duties to be exercised and perform- 
ed by the Secretary and the Financial Adviser (Section 
26). 

B. Financial: 

(i) Government shall appoint a person not being a member to 
be the Financial Adviser to the Commission (Section 6); 

(ii) the Financial Adviser shall advise the Commission on all 
matters relating to receipts and expenditure. He shall 
have the right to record his views on every proposal in- 
volving expenditure from the funds of the Commission 

E rior to the consideration and approval of such proposal 
y the Commission. He shall have the authority to advise 
the Commission that a particular decision affecting the 
general fina”i?i?.l r ’^icy of Government should be refer- 
red to Government for (ionsideration (rule 12); 

(lli) funds to the Commission are provided by Government 
(Action 17); 

(iv) except as otherwise directed by Government all moneys 
belonging to such funds shall be deposited in the Reserve 
Bank of India or with the agents of the Reserve Bank or 
where there is neither an office of the Bank nor an agent 
in a Government treasury or be invested in such securities 
as may be approved by Government [Section 18(2)]; 

(v) the Commission shall prepare and submit to Goverrment 
for approval two separate annual budgets for khadi and 
village industries. No sum shall be expended by or on 



50 


behalf of the Commission unless the expenditure is cover- 
ed by a specific provision in the budget approved by Gov- 
ernment. The Commission may however make re-appro- 
priation within each budget, subject to certain limitations 
(Section 20); 

(vi) the accounts of the Commission shall be audited by the 
Comptroller and Auditor General of India at such inter- 
vals as may be prescribed by him (Section 23) ; 

fvii) the Conmiission shall disburse grants and subsidies in ac- 
cordance with and at rates and on terms sanctioned by 
Government in respect of each industry from time to time. 
The Commission shall grant loans in accordance with the 
provisions of the loan Rules for Khadi and Village In- 
dustries made by Government from time to time and in 
accordance with and at rales and on terms sanctioned by 
Government in respect of each industry from time to time 
(Rules 27 and 28); 

(viii) Government may by notification in the Official Gazette 
make rules to give effect to the provisions of the Act in 
respect of, among other things, procedure and conditions 
to be followed in borrowing moneys by the Commission, 
in entering into contracts and the manner in which ac- 
counts are to be maintained [Section 26(1) and (2)]. 

A. ZAMAN, 

New Delhi; Joint Secretary. 

The Bth April, 1958. 

APPENDIX TO NOTE No. 2 

Note on Recruitment to Posts in the Khadi and Village 
Industries Commission 

The Khadi and Village Industries Commission, an autonomous 
body corporate constituted under section 4 of Act 61 of 1956, was set 
up with effect from the 1st April, 1957. Its powers are subject to 
limitations and conditions prescribed in that Act and in the rules 
framed thereunder. 

2. Section 14(2) of the Act provides that subject to such rules 
as may be made by the Central Government in this behalf, the 
Commission may appoint such officers and servants as it considers 
necessary for the efficient performance of its functions; provided 
that no person whose honorarium or the maximum salary exceeds 
Rs. 500 per month, shall be appointed by the Commission except with 
the preidous approval of the Central Government. 

3. It will thus be seen that only appointments which carry a 
salarj- or honorarium exceeding fe. 500 per month require prior 
approval of Government. So far 45 appointments of this descrip- 
tion have been made, of which 34 were of officers working under 
the former All India Khadi and Village Industries Board whose 
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services were transferred to the Commission when it was set up^ 
Of the rest, 11 appointments recommended by the Commission have 
been approved by the Central Government. As a matter of con- 
vention, all proposals made by the Commission under proviso to 
section 14(2) are approved by Government. It is not necessary for 
the Central Government to consult the Union Public Service Com- 
mission before conveying the approval, as Article 320(3) of the 
Constitution is not attracted. 

4. No rule has been framed under section 14(2) restricting the 
Commission’s powers of appointment (save as provided for posts 
carrying a salary or honorarium exceeding Rs. 500 per month). For 
all appointments carrying a .salary of Rs. 500 or less per month, the 
Ccmmission is, therefore, the final authority and it need not recruit 
through the Union Public Service Commission. For recruitment of 
personnel for posts to which appointments can be made by the Com- 
mission itself i.e. for posts carrying .salai’y or honorarium not 
exceeding Rs. 500 per month, the selection is usually made by a 
Selection Committee consisting of four or five senior officers of the 
Commission. The Commission at its second meeting on the 30th 
April, 1957 constituted a committee consisting of Chairman, and two 
members, with powers to co-opt two additional members, for select- 
ing candidates for appointments to posts carrying a basic pay 
exceeding Rs. 275 per month and other matters connected therewith. 
A Departmental Promotion Committee has also been formed for 
dealing with questions legarding promotioa The Committee re- 
views the seniority list periodically on the basis of confidential 
reports of the staff and prepares a panel of persons for each category 
from out of which subsequent v'acancies are filled. Steps have also 
been taken by the Commi.ssion to lay down duties and responsi- 
bilities and to prescribe qualifications in respect of all categories of 
posts under its purview. 

5. Generally, it may be said that for senior appointments, specially 
those carrying a salary or honorarium exceeding Rs. 500 per month, 
the Comm'ission has taken on loan the services of officers of the 
Central or State Governments. The Commission has also appointed 
persons described as “social and constructive workers’’, those wher 
believe in the Commission’s ideologv of rural reconstruction and 
have had experience in such work. Regarding the manner of initial 
selection for posts carrying salary exceeding Rs. 500 p.m. which 
requires the approval of the Central Government, the Khadi and 
Village Industries Commission are framing Recruitment Rules. 
Pending the finalisation of these Rules the initial selection is being 
made bv the Commission through a staff selection committee com- 
posed of the Chief Executive Officer, Deputy Chief Executive Officer 
and two members of the Khadi and Village Industries Commission, 



APPENDIX V 

No. 32(3)/58-KVI(VIC) 

Note from the Ministry of Commerce and Industry giving the 
amounts sanctioned each year from 1954-55 to 1956-57 for the 
development of the Khadi industry and the amount given to 
State Governments, private insDitutions, co-operative societies, 
etc. under Grant No. 2 — Industries, Appropriation Accounts 
(Civil) 1953-54 and 1954-55. 

In January, 1953, Government constituted the All-India Khadi 
and Village Industries Board with the object of preparing and 
executing programmes relating to khadi and other village industries. 
The Board was replaced with effect from the 1st April, 1957, by the 
Khadi and Village Industries Commission established under Section 
4 of the Khadi and Village Industries Commission Act, 1956. 

2. The programmes for the development of the khadi industry 
are financed from the cess levied under the Khadi and Other Hand- 
loom Industries Development (Additional Excise Duly on Cloth) 
Act, 1953. The programmes for the development of Ambar Khadi 

(as distinguished from traditional khadi) were upto 1956-57 being 
financed from the cess fund. With effect from the financial year 
1957-58, the expenditure on Ambar khadi is not being debited to the 
cess fund but is being met from the general revenues. 

3. The Board used to execute its programmes either directly, as 
in the case of trading operations or through its own certified organi- 
sation, other registered bodies, co-operative societies, statutory State 
Boards, etc. Funds for the development of the khadi industry 
were also sanctioned to the State Governments by the Central Gov- 
ernment direct on the advice of the Board. 

4. The amounts shown in Part (A) of the sub-joined table were 
sanctioned during each of the years 1954-55 to 1956-57, to the All- 
India Khadi and Village Industries Board and the State Gov- 
ernments. 

5. The funds sanctioned to the State Governments for the deve- 
lopment of khadi (traditional as well as Ambar) are also shown 
separately in part ‘B’ of the table. 

6. As already explained, funds were disbursed by the Board 
through registered bodies, statutory State Board etc. 
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TABLE 

Part — a 

What amounts were sanctioned each year from 1954-55 to 1956-57 
for the development of handloom and khadi industries? 

Khadi 

1954-55 

Final Actual 

estimates expenditure 
Rs. Rs. 


Grant 1357396,000 2,28,06,802 

Loan 1,20,00,000 1,04,63,850 

1955-56 

Grant 5,16,00,000 5,11,23,507 

Loan *1,87,00,000 *1,87,00,000 


1956-57 


Grant 6,35,45,000 6,74,02,993 

Loan *4,86,00,000 4385,03,041 


* Subject to verification by the Accountant General, Central Revenu 'S 

Part— B 

What amounts were placed at the disposal of State Governments 
during these years? What amounts were actually spent by them? 

The following amounts were sanctioned to the various State 
Governments. Position with regard to the utilisation of these 
funds is stated against each item: 

Traditional Khadi 


Amount of Grant Amount of Loan 


Utilised Utilised by the 

Year Name of State Sanctioned by the Sanctioned State Govt. 

State Govt. 





Rs. Rs. 

Rs. 

Rs. 

1954-55 • 




. . 

. , 

*955-56 

. (i) Pepsu 



4,33,000 

4,33,000 


(2) Madras 


. . 

6,00,000 

6,00,000 


(3) Assam 


• • 

12,300 

Information 

awaited. 

*956-37 

. (i) Punjab 


5,000 

1,06,800 

The sanction 

could not be 
acted upon and 
hence it was 
cancelled. 


(2) Madras • 

. 

2I,4IOt 

44*845 



tThc sanction for Rs. 4»535 could not be acted upon. Rs. 4920 64 utilized. 
Information for R«. ii,954’36 is yet awaited. 

♦Ra. 9,000 returned. The sanction for Rs. 18,970 could not be acted upon . 
Ki. 4920*64 utilised. Information for Rs. ii»954*36 is yet awaited. 
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Ambar Charkha Programme 


Ainount of Grant Amount of Loan 


Year 

Name of State 

Sanctioned 

Rs. 

Utilised 
by the 
State Govt. 

Rs. 

Sanctioned 

Rs. 

Utilised by the 
Stale Govt* 

Rs. 

1954-55 

. 



. . 

. • 

1953-56 



. . 



1956-57 

. (i) Punjab 

26,400 

23>044 




(2) Pepsu 

66,000 




(3) W, Bengal 

13,000 

13,000 

65,000 



(4) Mysore . 

26,400 


4 T »000 



(5) Madras 

66.000 

26.000 
35,600 

345 I 35 

11,467 

“20,300 

60,000 

1 , 00,000 

57 ,o.’li 

1 ,00,000 


(6) U. P. 

65,000 

24,000 



Noth : The figures in part ‘B’ ol the Table have been furnished iVom the reearis 
available in this Ministry and arc subject to verification by audit. Por tliu pur- 
po‘’e the audit require certain files which have since been made available. 
Diseiepancies, if any pointed out by audit, will be communicated separately. 


Part — c 

A break-up of grants during these years to State Governments, 
private parties, co-operative societies, etc. 

The amount shown in Part A of the Table less the amount shown 
in part B of the Table was given to the private parties, co-operative 
societies and the State Boards. For purposes of disbursement of funds 
all non-govemmental agencies, such as registered institutions, co- 
operative societies, statutory State Boards etc. have been taken to 
fall under a single category, viz. private parties. 

Part — 

On whut date the Khadi and Handloom Boards were separated? 

At no time was there a combined Board for khadi and other 
handloom cloth. The All-India Handloom Board and the All-India 
Khadi and Village Industries Board were set up by resolutions on 
the 25th October, 1952 and 14th January, 1953 respectively. 


New Dei.hij 
nth April, 1958. 


A. ZAMAN, 
Joint Secretary. 



APPENDIX VI 


Note jrom the Ministry of Commerce and Indusi) y giving the 
amoun:^ that the Institute of Art-inAndustry was spending 
annually and how much was raised hy it from other sources 
and how much was contributed by the Central and State Gov* 
ernrnents under sub-head A. 7 — Grants-in-aid to the Indian 
Institute of Art -in -Indus try^ Note 9, Grant No- 2 — Industries, 
Appropriation Accounts (Civil), 1953-54. 

Aims and Objects of the Institute: 

The Indian Institute of Art-in-Industry was established in 
Calcutia on the 1st May, 1945 on the model of the British Council of 
Industrial IDesigns, London. 

It IS an organisation for bringing about co-operation between in- 
dustrialists and artists for the application of art to industries in such 
matters as industrial design, packing of goods, display for sale, ad- 
vertisements, etc. The Institute also undertakes survey of tradi- 
tional designs in Indian crafts, the holding of exhibitions and com- 
petitions, publication of suitable literature and also awards, scholar- 
ships and prizes to artists. 

A brief account of the constitution, working, etc- of the Institute 
is given below. 

Constitution: 

A Council and an Executive Committee have. been set up to assist 
the Institute in its work. The Council meets once each year, while 
thrij Executive Committee meets more frequently. Besides, the Ins- 
titute holds an annual General Meeting of its members. 

In earlier stages, the Institute was predominantly European in 
character. From the year 1948-49, the Institute came entirely under 
Indian control, so far* as its staff was concerned. Its Council and 
Executive Committee are now predominantly Indian and include 
representatives of the Central Government and some of the State 
Governments, representatives of reputable Indian industrial firms, 
and eminent artists. 

The Government of India had nominated representatives on the 
Council and the Executive Committee from 1947-48. The following 
representatives are now on the Council and the Executive Commit- 
tee of the Institute since 1956-57: — 

1. Shri A. Mitra, I.C.S., Secretary to the Government of West 

Bengal Commerce and Industries Department, Calcutta, 
who represents the West Bengal Government also. 

2. Shri A. Zaman, I.C.S., Joint Secretary, Ministry of Com- 

merce and Industry, New Delhi. 


488 Li.S~"5 
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3. Shri Nandlal Bose, Shanti Niketan, Bolepur, West Bengal. 

4. Shri P. C. Sinha, Honorary Secretary, Calcutta Art Society, 

Calcutta. 

The Institute runs a permanent display centre and museuno 
which has an outstanding collection of textiles etc. and organises 
exhibitions and issues periodicals and other literature on the subject, 
and conducts research etc. It is now expanding its activities on 
the lines of the Council of Industrial Design in the U.K. 

The Institute has been receiving grants from the Government 
of India since 1945-46. A statement (year-wise) showing the grants 
given by the Central Government and the amounts received from 
State Governments and other sources since 1947-48, is enclosed. 
The non-Government sources of income are membership subscrip- 
tions (about Rs. 36,000 annually), receipts from publications, exhibi- 
tions, etc. and grants by private bodies. It will be observed that 
except in 1956-57 the Central Government’s contribution to the 
income was less than 50 per cent. In 1952-53 and subsequent years 
the grant was made on the basis that it would not be more than 
the amounts collected from other sources excluding the State Gov- 
ernment. In 1956-57 the Institute launched an expansion pro- 
gramme to widen the scope of its activities. The Central Govern- 
ment therefore agreed in consultation with the All India Handi- 
crafts Board to meet a larger share of the total resources required, 
to finance specific activities, as it was a developmental expenditure. 

At the end of 1956-57 the Institute had a closing balance of 
Rs. 89,147-1-4. Excluding a sum of Rs. 11,658-2-0 out of this which 
is invested in a staff benefit fund, the actual liquid assets were only 
about Rs. 75,000. In connection with the accounts for 1954-55 Audit 
had raised an objection in a draft audit para that the grant was not 
justified in view of the balances which had accumulated with the 
Institute. This point was fully examined and it was urged on be- 
half of Government that the scale of annual expenditure justified 
the Institute keeping a certain balance in reserve. Audit accepted 
this view. 

The utilisation of the grants is fully set out in the annual 
accounts. A sum of Rs. 34,000 is now being spent on salaries as 
against Rs. 1,12,000 (excluding salaries of special staff for publica- 
tions, survey, etc.) In 1948. The expenditure on salaries was 
brought down to its present level in 1950-51. The other items of 
expenditure are publications, exhibitions, survey, museum, etc. 
The members appointed by the Central Government on the Execu- 
tive Committee are associated with the programme of the Institute 
for its activities. 

It would appear from the foregoing that the Institute has been 
making good progress and the grants made to it were properly 
utilised. 

A. ZAMAN, 
Joint Secretary. 


New Delhi; 

Dated the 18th March, 1958. 
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Statement showing the amount sanctioned by the Central Government ^ amount received from 
State Governments and other sources since 1947-48 




Income 


Difference 

( — )Saving Remarks 

(+)Excess 

Rs. 

Year 

Central 

Govt. 

grants 

Rs. 

State 

Govt. 

Rs. 

Other Total Total 

sources income expen- 
diture 

Rs. Rs. Rs. 

1947-48 

. 1,25,000 

38,000 

1,25,014 2,88,0*4 3>69,i89 

(— )8i,175 

1948-49 

. 1,00,000 

38,500 

84,025 2,22,525 1,51,563 

(+>70,963 

1949-50 

. 79>ooo 

24,500 

69,264 1,72,764 85,861 

(+>86,903 

1950-5X 

• 49i3io 

5,500 

58,715 *,*3,525 1,00,000 

(+>*3,577 

1951-52 

. 47,660 

8,000 

52,337 1,07,997 72,073 

(+>35,924 

1952-53 

. 40,605 

13,520 

58,279 1,12,404 92,746 

(+>19,658 

1953-54 

• 343240 

11,500 

70,700 1,16,490 1,10,627 

(— > 5,863 

*954-55 

. 34,160 

11,500 

59,097 1,04,857 95,696 

(— > 9,161 

*955-56 

. 25,000 

5,000 

72,078 1,02,078 74,259 

(—>27,819 

*956-57 

• *78,153 

10,000 

38,739 1.26,891 1,01,107 

(+>25,784 ‘During 1956-57 
a sum of 


Rs. I lakh was 
sanctioned to the 
Institute of 
Art-in- Industry. 
The Institute 
refunded a sura 
of Rs. 2 1 >847/- 
due to non- uti- 
lisation. 



APPENDIX VII 

No. HC-44(l)/56 


Note from the Ministry of Commerce and Industry pursuant to action 
taken on para 71 of the Fifteenth Report regarding paper 
imported on Government Account. 

Disposal of balance of stocks of 13G tons: 

According to the stock account, the balance of stocks of paper 
with the agents should be 19 tons. The actual balance was, however, 
35 tons, (this discrepancy being due to minus balances arising out 
of the firm taking the net weight into stock account and selling on 
the basis of nominal weight given in ream packings in regard to 
certain items) . The quantity of 35 tons has already been contracted 
to be purchased by a party in Bombay, who has not, however, lifted 
the stocks. This party deposited a sum of Rs. 14,000/- with the 
agents. A further sum of Rs. 3,000/- has been realised recently 
towards the sale price by the firm. The agents, however, have not 
credited this sum to Government account and have been withhold- 
ing it against amounts claimed by them from Government. Neces- 
sary action is being taken to recover the amount in consultation 
with Ministries of Law and Finance. As the party has not lifted 
the stock so far, the question of disposal of the stock to somebody 
else after giving the due notice to the above mentioned party is also 
under consideration of Government. 

Further loss on account of damage by white ants: 

The further loss on account of damage by white ants etc., after 
May, 1951, was Rs. 9,295/4/7, the quantity of paper so damaged is 
about 13 tons. Damage was also reported of further quantity of 
about 4 tons of paper but the loss on account of this damage could 
not be assessed separately, as this stock was sold along with some 
sound stocks. The loss incurred on the sale of these 4 tons of 
damaged paper together with sound stocks at reduced rates both 
weighing about 25 tons, was Rs. 4,079/13/11 bringing the total loss 
to Rs. 13,375/2/6. This loss has been calculated on the difference 
between the book value and the actual proceeds of sale. 

As the agents were not willing to reimburse or even share a por- 
tion of the loss so far sustained by Government on account of the 
damage by white ants etc., it was mutually agreed that the Gov- 
ernment’s claim should be referred to arbitration along with the 
agents claim for storage charges. The arbitrators in their award 
have dismissed the claim of the Government. 


Dated the 8th October. 1957. 
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B. B. SAKSENA, 
Joint Secretary. 



APPENDIX VIII 


No. l7(24)-CT(A)/55 
New Delhi dated the 14th August, 1957 

Note from the Ministry of Commerce & Industry pursuant to action 
taken on para 28 of the Sixteenth Report regarding purchase 
and distribution of Standard Cloth. 

1. (a) The following payments have already been made in full 
to the various States etc., out of the amount standing to the credit 
ul the Standard Cloth Equalisation Fund during 1954-55: 


Rs. 


(i) Payments to West Bengal 


. . 4,53,722 

(ii) Payments to Assam 


. . 2,26,570 

(iii) Payments to Madhya Bharat 


. . 2,81,903 

(iv) Payments to Sirohi State 


20,924 

(v) Payments to Balsan State 


1,443 

(vi) Payments to Baghalkhand States 


19,999 

(vii) Payments to Sirmur State 


14,921 

(viii) Payments to Now Gong 


3,528 

(ix) Payments to Sikkim State . . 


12,422 

(bj The amounts adjusted are as follows: - 

- 


(x) Loss on account of domage to 575 
bales of standard cloth shipped 
per c.c. Jay ant since written off 

Rs. 

3,84,408-0-0 

Payment of hire charges made 
to carriers, viz., I.S.I. Ltd., 

Bombay during 1954-55. 

Rs. 

30,406-0-0 

(\'i) Loss of 4 bales of Standard 
cloth despatched by Messrs. 
Maheshwari Cotton Mills Ltd. 
Ahmedabad to the Meyurbhanj 

State. This has been adjusted 
during 1954-55 by the Accounts 

Office under suspense debit. 

Rs. 

3,407-10-0 

txii) 1. Payment made to I.S.I. Ltd., 
on account of cost of suit for 
recovering freight charges 
during 1954-55. 

Rs 

8,535-0-0 

2. Payment made during 1954-55 
to the sclicitor in the case of 

I.S.I. Ltd., for pocket 
expenses for appearing in the 
court. 

Rs. 

77-0-0 
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3. Payment made to the carriers 
M/s. I.S.I. Ltd., during 

1955-56 for cost suit. . . Rs. 2,000-0-0 

II. The amount still outstanding for adjustment is as under: — 
(xiii) Payment to the imdivided Gov- 
ernment of Bengal by way of 
handling and freight charges on 
Standard cloth consignments. 

The actual amount due to them 
is not known but the same is 
expected to be about Rupees 10 

lakhs. . . Rs. 10,00,000-0-0 

2- Other Items (Item No. X) 

On behalf of the Government of India, the Textile Commissioner 
entered into a contract on 20th January, 1944 with the Indian Ship- 
ping Industry, Bombay, freight contractors for the transport of 
Standard Cloth by country craft from Bombay to certain ports. South 
of Bombay. From 25th February, 1944 the Company received 575 
bales of Government Standard Cloth from the Textile Commissioner, 
to be carried to Cochin and Alleppey in their country craft “Jayant”. 
The country craft left Bombay on 15th March, 1944 but within 15 
miles of its journey South-wards, it developed a leak. Government 
suffered a loss of Rs. 3,57,000 as a result of the damage to the above 
575 bales. The security deposit of Rs. 1 lakh by the Company was 
withheld to set off against the loss. 

The case, however, was taken up by the party concerned to the 
High Court of Bombay, and it wos adjudged that the loss or damage 
was due to an act of God, force majeure, and the dues should be paid 
to the Company. 

The following amounts were involved in the transaction: — 

(a) Loss on account of 575 bales of 



Standard Cloth. 

. Rs. 

3,84,408-0-0 

(b) 

Legal charges incurred by Gov- 
ernment. 

Rs. 

77-0-0 

(c) 

Cost of suit to be paid to the 
Carriers under Bombay High 
Courts Decree. 

. Rs. 

8,535-0-0 


Sanction for the last two items has already been issued vide this 
Ministry’s letter No. 30(12)-CT(A)/54, dated the 18th November, 
1954 and necessary payments have been made. These form part of 
payments against item No. XII. The Security Deposit has also been 
returned. 

Hire charges to the extent of Rs. 30,429-13-8 had been sanctioned 
vide this Ministry’s letter No. 40 (5) -CT (A) /54, dated the 9th July, 
1954. The Indian Shipping Industries Ltd., however, claimed 
Rs. 30,406-5-6 only for their four outstanding bills for freight charges 
inclusive of interest thereon upto 30th June, 1954, This was paid 
in full settlement of their claims against the sanctioned amount of 
Rs. 30,429-13-8. No further payment is due on this account. 
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Item t^o. (XI). — Necessary sanction regarding the writing oft 
irrecoverable loss of Rs. 3,407-10-0 for 4 bales of Standard Cloth des- 
patched by M/s. Maheshwari Cotton Mills Ltd., Ahmedabad, to the 
Mayurbhanj State has already been i&ued vide this Ministry’s letter 
No. 30 (9) -CT ( A) /54, dated the 20th October, 1954, and this amount 
has been adjusted during 1954-55. 

Item No. (XIII). — As regards the amounts due on account of 
handling and freight charges to the Government of undivided Bengal, 
the Textile Commissioner, Bombay in consultation with the 
Accountant General, Food, Rehabilitation and Supply has advised 
the claimants that these claims should be submittexi in the proper 
form with the relevant audit certificates, etc., before the amount can 
be refunded. 

3. It may be pointed out that according to the Decentnalisation 
Proposals accepted by the Ministry, the Centrally Administered 
Areas were to be paid either the loss sustained by them in working 
out the Standard Cloth Scheme or the credit accruing in their favour 
in the Equalisation Fund, whichever was higher. In return, the 
States were to return to the Centre the Stamping Fee collections 
made by them under the Control Scheme. According to the infor- 
mation originally received from the Delhi Administration, they had 
collected a sum of Rs. 4,35,105 as Stamping Fees. On this basis, a 
debit of Rs. 2,37,115 representing the excess Stamping Fees over 
Credits, w«s passed on to them in December, 1950. Later corres- 
pondence, however, reveals that Delhi Administration had actually 
collected and credited in favour of the Deputy Accountant General, 
(Industry and Supply) , Bombay a sum of Rs. 16,58,003 which accord- 
ing to them, included the stamping fees. The Deputy Accountant 
Genenal (Industry and Supply), Bombay, has, however, since 
verified that this amount represented the cost of Standard Cloth 
supplied and not the stamping fees. The matter at present is under 
correspondence between Delhi Administration and Accountant 
General (Central Revenues), Delhi. 

In this connection, it may be stated that the claims of undivided 
Government of Bengal and Delhi Administration referred to in item 
No. XIII of para. 2 and para. 3 above respectively, are the only out- 
standing claims which have not yet been settled. 

The balance left in the Standard Cloth Equalisation Fund at the 
close of the accoimts of December, 1956 is Rs. 1,10,89,837-5-6 (Credit) 
only. 

This note has the approval of the Deputy Accountant General 
(Production, Commerce and Industry), New Delhi. 

S. RANGANATHAN, 
Secretary. 



APPENDIX IX 

No. ME.Ind.31(35)/57 

New Delhi, the 24th March, 1958 , 

Note Jrom the Ministry o| Commerce & Industry pursuant to action 
taken on paras 107 end 108 of the Sixteenth Report regarding 
Nahan Foundry. 

Based on the recomunendation of the Public Accounts Committee 
made in para. 107 of its Sixteenth Report, 1955-56, Government set 
up an Expert Ad Hoc Committee on the 11th January, 1957 to advise 
on the steps necessarj to modernise the Nahan Foundry to diversify 
its production and to make it a more economic unit. A copy of 
the Memorandum constituting the Committee is enclosed. This 
Committee submitted its report to this Ministry on the 6th August, 
1957. The recommendations of the Committee are being examined 
in consultation with the Ministries of the Government of India con- 
cerned. As soon as decisions are reached on these recommenda- 
tions, a report of the findings of the Committee, together with the 
decisions of Government thereon, will be furnished to the Public 
i^ccounts Committee. 

2. The Public Accounts Committee had, in para. 108 of its Report, 
slated that there was an imbalance between the total number of 
office workers (131) and the number of manual workers (303) 
employed in the Foundry. The Committee also observed “they 
see no strong justification for the retention of such a large comple- 
ment of office staff in any circumstances, and especially so when the 
foundry was running at a continued loss and there was not much 
work to keep it fully occupied”. 

The above comments of the Public Accounts Committee were 
referred to the Foundry Advisory Committee, which has been set 
up to advise on the day-to-day working of the Foundry, for its views 
together with supporting facts and figures. The Committee has 
since carefully considered this question, and submitted its views to 
this Ministry. According to the Committee, against the present 
.strength of technical and non-technical labour numbering 468, the 
establishment staff is only 84 in number. Even this figure includes 
about 40 persons of the ‘amenities category’, like canteen staff, 
medical personnel, watch and ward staff, etc., who are not directly 
connected with administrative work. Thus, the office establish- 
rrent as such numbers only 44. Besides looking after the affairs 
of the foundry proper, this office staff is also responsible for looking 
after the establishment work of the selling organisation numbering 
299. 

Thus, there doe> lot seem to be any imbalance as pointed out by 
the Public Accounts Committee. 


6 ? 
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3. Statements showing the distribution of personnel in the Nabnn 
Foundry as on 30th January, 1957 is enclosed. 

A separate statement showing the strength of staff at various 
periods since 1948, and out-turn of the Foundry is also appended. 

4. This note has the approval of the audit. 

N. SUBRAHMANYAM, 
Joint Secy, 


No. 18(8)NIDC/56 
Government of India 

MINISTRY OF COMMERCE AND INDUSTRY 
New Delhi, the llth January, 1957 
MEMORANDUM 

Sudjixt: — Expert ad hoc Committee to survey the manufacturing 
capacity as well as the possibility of modernising the 
Nahan Fo\cndrii Priimte Limited, Nahan, Himachal 
Pradesh. 

in pursuance of the recommendations of the Public Accounts 
Coimnitte^e made in para. 107 of its Sixteenth Report for the year 
1955-58, the Government have decided to set up an Expert Committee 
to advise on the steps necessary to modernise ihe Nahan Foundry, 
diversify its production and to make it a more economic unit. The 
Committee will consist of: — 

]. Shri G. B. Kotak, Navsari Building, Dadabhai Naoroji Road, 

Fort, Bombay. — Chairman. 

2. Shri H. M, Chotterjee, Joint Director, Railway Equipment, 

Railway Board, Ministry of Railways. — Member. 

3. Shri K. C. Daveshwar, P. & T. Liaison Officer, Ministry of 

Communications (P. & T,). — Member. 

4. Shn S. S. Roy, Deputy Director of Inspection, D.G.SAD , 

Ministry of Works, Housing & Supply. — Member. 

5. Shri C. J. Shah, Development Officer, Development Wing, 

Ministry of Heavy Industries. — Member. 

G. Shri S. D. Joshi, General Manager, Nahan Foundry.-- 

MembprSecretary. 

2. In making its recommendations, the Committee will specially 
consider the manner in which the foundry can meet the needs of the 
different Central Government purchasing departments to the 
maximum extent 

3. The Committee is requested to complete its investigation and 
submit its report to Gc»vernmrnt within 3 months. 

(Sd./-) K. V. SESHADRl, 
Under Secretary to the Government of India, 
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1. All members of the Committee. 

2. Ministry of Railways (Rly. Board). 

3. Ministry of Communications (P.&T.). 

4. Ministry of W.H.&S. (D.G.S.&D.). 

5. Secretary, N.I.D.C. 

6. General Manager, Nahan Foundry, Nahan. 

7. All members of the Board of Directors of Nahan Foundry. 

8. Parliament Secretariat. 

Statement showing the position of personnel of Nahan Foundry 
{Private) Ltd. as on 30th January, 1957. 


Jf'oundry 

200 

Maintenance & Machine Shop 

126 

Smithy 

56 

Wood Working 

12 

Building 

13 

Reserve Beldars & Extra Workers 

19 

Printing Press & Others 

6 

Distribution and Generation 

20 

Supervisory 

16 

Office Administration; 

3 

Ministerial 

41 

Personnel under umenities 

40 


Agencies/personnel: 

Organiser Agencies 
Clerks at Ambala 
Inspectors 
Sub-Inspectors 
Agents & Sub-Agents 
Technical and Others 
Casual for the season only 

Total No. of Agencies: 

Paid 71 [con- 

trol- 
led by 
69 agents and 
.sub-agents as 
given at (a) 
above] 

51 


1 

2 

3 

3 

69 (a) 
77 
144 


On Commission basis 



APPENDIX X 


COUNCIL OF SCIENTIFIC & INDUSTRIAL RESEARCH 

Note from the Ministry of Education and Scientific Research pursuant 
to action taken on para. 98 of the Sixteenth Report regarding 
definition of powers and functions of the Council of Scientific and 
Industrial Research hy a specific statute. 

1. The Public Accounts Committee in its 16th report for the year 
1955-56 recommended that the Government might “take the first 
convenient opportunity to embody the fxmetions of the Council of 
Scientific and Industrial Research in a statute”. It is the view of 
the Committee “as a matter of general principle, that where it is 
desired that continuing functions involving substantial expenditure, 
should be exercised by autonomous bodies like the Council of Scien- 
tific and Industrial Research the powers and duties to be exercised 
should be defined by specific statute”. It would appear from the 
recommendation of the Public Accounts Committee that the Council 
of Scientific and Industrial Research may continue as an autonomous 
body but only its functions need be embodied in a statute. 

2. The idea behind the recommendation of the Public Accounts 
Committee seems to be that there should be greater parliamentary 
control over the activities of the CSIR in view of the fact that the 
amount of expenditure has become large. 

3. The Government of India established in 1935 the Industrial 
Intelligence and Research Bureau with the object of “making a begin- 
ning and laying the foundation on which a research organization 
suitable for the needs of the country could later be constructed”. 
This was also like a department of government. In 1940, the Board 
of Scientific and Industrial Research was set up also as a wing of 
Government. In 1942, a fund called the Industrial Research Fund 
was created by Government and the Council of Scientific and Indus- 
trial Research was constituted by a resolution (Department of Com- 
merce No. 148-Ind. (157) /51, dated the 26th September, 1942) as an 
autonomous body under the Registration of Societies Act XXI of 
1860 to administer the fund. 

4. Even though the CSIR is an autonomous organization set up 
under the Registration of Societies Act, the authority and control of 
the Government of India is quite close. 

5. The Rules and Regulations and Bye-laws of the Council are 
subject to the approval of Government and they provide for suffi- 
ciently close control of its functions. The Comptroller and Auditor 
General of India audits its accounts just as he does for other depart- 
ments of Government. 
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6. The Governing Body of the Council of Scientific and Industrial 
Research is itself a high-level body with the Prime Minister as its 
President and the Minister for Natural Resources and Scientific 
Research as its Vice-President. There are on its roll 5 Cabinet Min- 
isters including the Finance Minister and some of the top-ranking 
industrialists and scientists in the country. Besides there are also 
States Ministers, Members of Parliament and a representative of the 
Ministry of Finance on it. 

7. As regards control on expenditure, a Joint Secretary of the 
Ministry of Finance acts as F.A. to the Council and is also a member 
of the Governing Body. The Secretariat works in close consultation 
with him end his concurrence is taken in respect of financial matters. 
A whole-time Under Secretary of the Ministry of Finance is also 
attached to the Council as Attached Financial Adviser and is stationed 
side by side with the Secretariat of CSIR to facilitate close collabore- 
tion and day-to-day contact. 

The F.A. is also a member of the Finance Sub-Committee set up 
oy the Governing Body. The Finance Sub-Committee is now meet- 
ing one e every quarter, but may meet oftener, if necessary. 

8. Whatever liaison, co-ordination and control is desired from the 
point of view of the Government, it is exercised through the Ministry 
of Natural Resources and Scientific Research. The present systeju 
permits both efficient and expeditious working which arc- essential 
for scientific research and also desirable control by the Government 
both in respect of overall administrative policies, expenditure and 
t ccounts. 

9. Autonomous organizations are set up by Government to carry 
out specific functions. These may be either corporations incorporat- 
ed under the Company’s Act or societies set up under the Registra- 
tion cf Societies Act or by statutes passed in Parliament. 

10. Institutions for education and training end Universities are 
generally established by statutes as it is one of their functions to 
award degrees. 

11. Organizations like the Rubber Board, Coffee Board, Central 
Cotton Committee, Indian Oil Seeds Committee, Indian Dae Cess 
Committee etc. are also set up by statutes. This is essential because 
these bodies have the specific function of levying cess on the cora- 
moditv concerned and the utilization of the cess for specific purposes. 
These are matters which require statutory authority. Research insti- 
tutes are sometimes set up by these boards and committees but 
research is only part of their functions. The University Grants 
Coi amission which was recently set up is also a statutory body. Here 
also a statute was necessary because the Commission had to be 
empowered to determine and iwaintain standards of teaching, exami- 
nation and research in universities which are thbmselves autonomous 
and statutory. The Commission can demand information from any 
university regarding financial position etc., and it has also powers of 
inspection. 
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12. A perusal of the provisions of the Rubber Act (XXIV of 1947 j » 
the Coffee Act (VII of 1942) and similar acts does not indicate any 
cioser direct parliamentary control or accountability to Parliament 
than what is provided in the Rules and Regulations and Bye-lavs oi 
the Council of Scientific and Industrial Researcn. 

13. The Council of Scientific and Industrial Research neither 
awards degrees nor has the function of collecting cess. There appears 
to be no instance of an organization brought into existence by a 
statute in which either of these two functions is not incorporated. 

14. The Indian Council of Agricultural Research, the Indion 
Council of Medical Research and the Indian Standards Institution 
arc also registered under the Registration of Societies Act. 

19. An example of an autonomous organization registered under 
^he Registration of Societies Act exercising certain statutory functions 
embodied in an act of Parliament is the Indian Standards Institution. 
This organization is ♦authorised to jssuc standard certification marks 
in accordance with an act passed in Parliament. Similarly, if neces- 
sar;. , a statute could be enacted embodying the lunctions of the 
Council of Scientific and Industrial Research. The pros and cons of 
such a measure will have to be considered carefully as a statute 
carries with it certain legal implications. 

l(>- The raison d'etre of establishing the Council of Scientific and 
Irclustri*il Research as an autonomous body was that research should 
not be subject to governmental procedure and red-tape as it is not 
likely to expedite work. Research investigations and tests should 
be caD'ied out by an independent organization because it is not only 
tlie Government that is interested in it but also industry. If it is 
placed entirely under governmental control, the obje^*, of 

such work cannot be secured. Even though the expenditi^e incurred 

ihe CoiAncil of Scientific and Industrial Research has incrcasea 
substantially, the basic reasons for having the organization autono- 
mous continue to exist. 

17. If the CSIR becomes u statutory body, the functions and activi- 
ties 01 the Council would at once become justiciable, and anyone who 
is not satisfied for any reason may go to a court of law. This would 
introduce considerable rigidity in its working. Every conceivable 
function may have to be incorporated in the statute. Such a thing 
would be difficult for an organization specially meant for undertaking 
poineering activities. 

18. The Public Accounts Committee has, perhaps, in its mind 
certain lacunas in that the activities and expenditure of the Council 
are not a '^ountable to Parliament. The Rules and Regulations of 
the Council have recently been revised and made more comprehensive 
to cover the working of a large organiz?ation that the Council nas 
grown into and now include the presentation of an annual report 
(administrative and technical), accounts and audit report to 
Government. 

19. An account of the work and activities of the Council and the 
national laboratories is included regularly in the annual report of the 
Ministry of Natural Resources and Scientific Research laid before 
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Parliament every year. The Council generally follows all Govern- 
ment rules, regulations and instructions; and its accounts are audited 
by officers deputed by Comptroller and Auditor General in the same 
manner as they do other Government accounts; and ell audit objec- 
tions are examined and answered, as necessary. The annual techni- 
cal report and all publications issued by the Council of Scientific end 
Industrial Research are made available to the library of Parliament. 
Already, the provision made for the CSIR, is included in the Demends 
for Grants under the Ministry of Natural Resources and Scientific 
Research. If desired, the administrative report and accounts of the 
CSIR may be placed before Parliament for information. It is thus 
felt that all essential requirements which the Public Accounts Com- 
mittee might have in view are now met. 

20. The subject is, however, for the consideration of the Governing 
Body. 



APPENDIX XI 


Note from the Ministry of External Affairs pursuant to action taken 
on para 38 of the Sixteenth Report regarding purchase of furniture 
roithout tenders. 

Question, (i) What is the date on which the extended premises 
of the Indian High Commission were taken over? 

Answer. — Three premises were leased in 1948 as per details 
given below: — 

(a) 55, Jermyn Street for 21 years from 194o. 

(b) 9, Clifford Street for 7 years from August, 1948. 

(c) 76, South Audley Street for 99 years from 1948. 

Question, (ii) What is the date on which the furniture was 
purchased? 

Answer. — The furniture was purchased on the following 
dates; — 

(a) 14-7-1948. 

(b) 16-11-1948. 

(c) 30-11-1948. 

(d) 8-2-1949. 

(e) 4-4-1949. 

(f) 13-4-1949. 

Question, (iii) What is the date on which additional staff icas 
sanctioned in the High Commission, London? 

Answer — Sanctions for the staff were issued on the following 
dates; — 

(a) 17-1-1948. 

(b) 22-3-1948. 

(c) 13-4-1948. 

(d) 17-5-1948. 

(e) 1-6-1948. 

(f) 21-6-1948. 

(g) 26-6-1948. 

(h) 5-7-1948. 

(i) 11-8-1948. 

(j) 16-8-1948. 

(k) 6-9-1948. 

(l) 15-7-1949. 
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Question, (iv) What was the justification in hy-passing the 
procurement and inspection agency of the India Stores 
Department, London in the matter of purchase of this 
furniture? 

Answer . — The practice in London was to obtain supplies o£ 
furniture from a few firms who were assocrated with the 
High Commission since 1930. Except for a solitary 
instance in 1937, when purchases for the India Audit 
Office were made through the India Stores Department, 
it was not the practice to ask the India Stores Depart- 
ment for advice regarding purchase of furniture lor the 
use of the High Commissioner’s office, or for furniture to 
be inspected by that Department. The supply situation 
in the U.K. during the years 1948-49 was very unsatis- 
iactory and delays in delivery were frequent. In view 
ol this and in the interests of economy, it was decided 
that solidly built furpiture of the general office type in 
use in the U.K. would suffice for the new leased promises. 
Price lists and quotations received from some of the firms 
were scrutinised and a schedule of furniture was thus 
drawn up together with competitive prices, based on the 
schedules originally approved by the Government of 
India for adoption at the India House. The material 
chosen was oak as this was held to be most hard-^vcaring 
and easily available timber at that time and normally in 
use in the offices in the U.K. It was explained that there 
was no time to call for tenders and most of the informa- 
tion was obtained either by correspondence or as a result 
of telephone enquiries or from commercial pamphlets 
already available in the High Commission. Consequent- 
ly, when the scheduled furniture had to be obtained 
urgently, the previous practice was followed and the 
India Stores Department was not consulted, 'there 
being shortage of some of the items in the market, they 
were indent^ from sources where supplies could easily 
be obtained. In view of the urgency of the demand, it 
was considered that in the interest of public service, the 
supplies of these items might be obtained from available 
sources in bulk thus making possible the benefit of reduc- 
ed cost by virtue of bulk purchases, even if competitive 
rates were not available for some of the items. 

In fact, it was not necessary for the High Commission to pur- 
chase furniture for its use through the India Stores 
Department and to get it inspected by the latter. At a 
later stage, the Government of India also considered a 
proposal for the supply of standard quality furniture, 
equipment etc. to various Missions abroad through the 
agency of the India Stores Department, I^ondon and the 
India Supply Mission, Washington, but this proposal 
was dropped as both these offices were of the opinion 
that it would not be a feasible proposition to entrust this 
kind of work to them. 
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Question, (v) Whether the furniture was purchased according 
to the prescribed scale? If so, what was that scale? 

Answer . — ^The furniture was In conformity with the scales of 
furniture current since the setting up of the High Com- 
missioner’s office in 1930. A statement showing the scale 
of standard furniture applioable to the High Commission 
for India, London, is attached. 

K. RAM, 
Joint Secretary. 


ENCLOSURE-A. 

STANDARD SUPPLY OF FURNITURE 

Groxjp I — Heads of Department. 

1 Pedestal Desk 5' 3"x3' 3" with six drawers 

1 Table (1 drawer) 4' 6"x2' 6" 

2 Bookstasids 2' 6" 

3 Elbow Chairs with leather seats 
1 Inkstand 

4 Letter Trays 

1 Waste Paper Basket 
1 Paper Rack 
1 Umbrella or Coat Stand 
1 Foot Mat 

1 Steel Cupboard or Cabinet 

Group II — Deputy Heads of Department. 

1 Pedestal Desk (6 drawers) 5' 3" 

1 Table (1 drawer) 4' 6"x2' 6" 

1 Bookstand 2' 6" 

3 Elbow Chairs with leather seats 
1 Inkstand 

4 Letter Trays 

1 Waste Paper Ba^et 
1 Paper Rack 
1 Umbrella or Coat Stand 
1 Foot Mat 

1 Steel Cuphoard or Cabinet 
Group ill — Oj^iccrs (Executive Officers). 

1 Pedestal Desk (4 drawers) ff'xT 6" 

2 Plain Chairs 

1 Inkstand 

2 Letter Trays 

I Waste Paper Basket 
488 LJ^ 
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Group IV — Clerical Staff. 

1 Desk (2 drawers) 4' 6"x2' 6" 

1 Ordinary chair 
1 Inkstand 

1 Waste Paper Basket 
Group V — Typing Staff. 

1 Typists Table (2 drawers) 4' x 2' 3" 

1 Typists Chair 
1 Waste Paper Basket 
1 Paper Tray 
1 Paper Rack 

Departmental Registries. 

Steel Cupboards and Cabinets as required for Storage of Filey 
and documents 
Visible Index Systems 
Card Index Cabinets 
Cupboards for storage of Stationery, etc. 

Steel Shelving 



APPENDIX XII 


Note from the Ministry oj External Affairs pursuant to action taken 

on para 47 oj the Sixteenth Report regarding budgeting and finan- 
cial control of Indian Missions abroad. 

The principles underlying tb ^ refixation of foreign allowances on 
the basis of the recommendations of the Foreign Service Inspectors 
are explained below: — 

2. For each grade of officers serving abroad, reasonable expendi- 

ture of a family of average size on food, clothing, servants, miscel- 
laneous household requirements, laundry, electricity, wa^^er and fuel; 
and (for non- representational staff) transport is* assessed by the 
Inspectors aiior an on-the-spot study of the conditions of living and 
the prevailing prices of foodstuffs and other essential supplies as well 
as the cost of services, etc., and scrutiny of the statements of average 
monthly expenditure of the India-based personnel at each station, 
P’rom this is deducted an estimated expenditure on these items by an 
officer of corresponding grade serving in Delhi with due allowance 
for the fact that his emoluments are not exempt from income-tax 
and he has to pay rental for accommodation and furnitwre. The 
difference represents compensation for extra cost on these items at 
the foreign station. To this is added a suitable percentage to cover 
extra expenditure on items other then those mentioned above. In 
the case of non-representational staff, this constitutes the foreign 
allowance. i 

3. For representational officers, an amount determined on the basis 
of requirements is further added for representational purposes includ- 
ing expenditure on entertainment. Their foreign allowance is thus 
the sum of the compensatory element as calculated in para 2 plus 
the amount earmarked for representational purposes. 

4. I’oreign allowances for all stations ere fixed uniformly on the 
above pattern. The scales for domestic servants, both Indian and 
local, required to be maintained by representational officers of 
various ranks are also specifically laid down and expenditure on this 
account is admissible on the basis of certificates of employment in the 
case of an Indian servant and actual expenditure incurred on whole 
time local servants. Where an officer does not maintain the full 
complement of the domestic staff provided for him, a corresponding 
deduction is made from his foreign allowance. 

5. In respect of the amount earmarked for representational pur- 
poses, all officers, including Head of Mission, ere required to keep a 
record of the particulars of the invitees and the fare offered etc. in 
order to enable Government to satisfy themselves that the amount 
included in the frais/foreign allowances for this purpose are properly 
utilised. Such statements are scrutinised by Heads of Missions in 
regard to their officers. Heads of Missions, therefore, are required 
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to submit statements to the Ministry every quarter. Inspectors 
scrutinise the statements of all officers, when they visit a mission 
next. 

6. Althou^ the Foreign Service Inspectors, during the first round 
of inspections, have been mainly concerned with the question of 
revision of allowances, they have also been looking into specific 
administrative problems requiring an on-the-spot investigation or 
urgent attention, e.g., ceiling rentals for residences; daily allowance 
rates, scales of pay of local staff; and maintenance of buildings, fur- 
nishings, gardens, etc. In the more recent inspections, the Inspectors 
have also looked into the sinff position of our Missions and have, 
wherever necessary, made recommendations with a view to making 
the most economic use of man power. In addition, the Accountant 
accompanying the inspecting teams also generally gives advice on the 
spot with s view to improving the system of maintenance of accounts. 

7. This note has been seen by Audit. 


The 15th March, 1958. 


R. K. TANDON, 
Joint Secy. 



APPENDIX XIII 

Note from the Ministry of External Affairs pursuant to action taken 
on para 41 of the Twenty-third Report regarding Hospitality Fund 
of the Ministry of External Affairs. 

Revised Ceilings 


Dinner: . . Rs. 30 per hend 

Lunch: . . Rs. 20 per head 

Evening party: . . Rs, 10 per heed 

2. The above ceilings include expenditure on cigarettes, cigars, hire 
of furniture, lighting, drinks, etc. and are to be taken as the maximum 
limit and the entertainment is to be done as economically as possible 
in the circumstances of the particular case. Expenditure on lighting 
should be only necessary for parties held on the lawns in summer. 

Normally functions are to be held at the Hyderabad House. 

The rates set out above have been approved by the Ministry of 
Finance and come into effect on 8th August, 1957. 

Note : — The previous decision of the Government not to serve liquor 
at official parties has since been modified to the extent that 
light wines and aperitifs can be served but no stronger 
drinks, like spirits can be served. 

R. K. TANDON, 
Joint Secy. 

The 10th August, 1957. 
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APPENDIX XIV 


Statement from the Ministry of Finance on the prescribed form of 
outstanding demands from the books of the Department oj 
Revenue at the end of each of the last five financial years State- 
wise wherever possible under Grant No. 29, Appropriation 
Accounts (Civil), 1953-54 and 1954-55. 

The statements are annexed herewith and numbered as Statement 
‘A’ and Statement ‘B’. As the charges of the Commissioners of 
Income-tax are neither co-extensive nor coterminous with State 
boundaries and as there have also been realignments of State 
boundaries with effect from 1-11-1956, the figures given are on the 
basis of the Commissioners’ Charges. 

Statement ‘A’ gives the analysis of the demand of taxes outstand- 
ing as on 1-4-1957. Item (e) thereof puts the figiure of other outstand- 
ing demands at 108’2506 crores. The further oreak-up of this figure 


is given below; — 


(i) Amount due from companies imder 
liquidation 

.. 5-9067 

(ii) Amounts in respect of which penal- 
ties under Section 46 have been 
levied. [This is exclusive of the 
figure mentioned at (i) above and 
items (a) to (d) of Statement A] 

3-3579 

(iii) Outstanding for other reasons of 
which — 


(a) probably irrecoverable 

(b) balance recoverable — 

6-9455 

(i) fallen due before 31-3-1957 

.. 39-6732 

(ii) Not fiallen due before 31-3-1957 

.. 52-3673 


108-2506 


78 



Analysis of the Demand of Taxes on Income outstanding on 1-4-1957 

(I.T., E.P.T. & B.P.T.) 
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Misc. items outstanding (not included 
in the above) of which analysis 

is not available . . , I7.950 14^989 3jI30 5j377 ^830 1 1,122 8,586 52,984 



STATEMENT B 

Demand of Taxes on Income in All India outstanding for recovery on 
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Demand of Taxts on Income in Bihar & Orissa outstanding for recovery ott-~ 

(I.T., E.P.T. & B.P.T.) 
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Demand of Taxes on Income in Bombay (Central, City, North & South charges) outstanding for recovery oh - 
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Misc. items outstanding 3,098 5,769 3,265 3,854 4,457 9,580 I 7 j 950 



Demand of Taxes on Income in Madras outstanding for recovery on^ 
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Detnofid of Toxes on Income in Uttar Pradesh outstanding for recovery 
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3,022 2,600 4,335 6,091 4,341 
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Misc. items outstanding 1,423 2,398 2,746 4,617 7,440 14,307 14,989 





Demand of Taxes on Income in all otJur charges outstanding for recovery 




APPENDIX XV 


3fote from the Ministry of Finance {Department of Revenue) indi- 
cating the causes of declining receipts and increasing expendi- 
ture based on the analysis of figures under Grant No. 29, Appro- 
priation Accounts (Civil) 1953-54 and 1954-55. 

The figures of total net receipts mentioned in the Civil Appropria- 
■tion Accounts and Audit Reports for 1953-54 and 1954-55 referrw to 
above ere the net receipts after deducting the share payable to the 
States. The actual collections before deduction of the States’ share 
■for the years 1949-50 to 1956-57, States’ share of collections and the 
cost of collections were as follows; 


Year 





Total 

actual 

collections 

States’ 

Share 

Net 

j 

Cost of 
collectioas 
(Actuals) 

1949-50 

. 




159*66 

45-74 

113-92 

2-01 

1950-51 

• 




. 173*22 

47-52 

125- 70 

2*44 

1951-52 





. 187-62 

52-86 

134*76 

2-70 

1952-53 

- 




• 186 -16 

56-98 

129-18 

3 04 

*953-54 





164*37 

57-29 

107-08 

3.24 

*954-55 

• 




160-42 

56-54 

103-88 

3*45 

1955-56 

• 

• 



17028 

57-iS 

113-13 

3*8i 

1956-57 

• 

* 

• 

• 

203-69 

61-16 

142*53 

4‘26 


The above statement shows that there had been a gradual increase 
in income-tax collections during the years 1949-50 to 1951-52. This 
trend could not be maintained during the two years, 1953-54 and 
1954-55. The marked fall in the revenue was in the year 1954-55- 

2. Collections in 1951-52 were higher than usual as a result of the 
tatensive drive for clearance of arrears and the introduction of the 
Voluntary Disclosure Scheme. It was also due to some extent to the 
new procedure of accounting of advance payments of income-tax 
under section 18A direct to revenue instead of initially to a deposit 
head. 


Decrease in Collections 

3. It will be seen from the table under para 1 above that there was 
« fall in the income-tax collections during the year 1952-53 as com- 
pared to those during the year 1951-52, but it was negligible. 
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4. The fall in the collections during the years 1953-54 and 1954-55, 
as compared to those during the years 1951-52 and 1952-53, is mainly 
due to the general depression in trade and industry during the years 
1952-53 and 1953-54, which were the previous years foi the assess- 
ment years 1953-54 and 1954-55. This is evident from the table .showing 
the allocation of the profits earned by various joint stock com- 
panies during the years 1950 to 1954, published in the Reserve Bank 
of India Bulletin for the month of January, 1957. This table was 
drawn up on the basis of the study of balance-sheets and profits and 
loss accounts of 751 joint stock com'-'anies in India for the period in 
question. According to this table, the net profits before taxation 
earned by these companies, as a whole, for the years 1950 to 1954 
were as follcws: 


(A noun in crorcs of Rupees) 


T950 195* 1952 1953 1954 

Profus before Tax 63*45 ^ 4 ‘ 5 i 55 22 65-69 75*24 

The above figures show that there were appreciable falls ia the 
profits of the companies in the years 1952 and 1953 for which the 
assessment years were 1953-54 and 1954-55 respectively as compared 
to those for the earlier years, 

5. The fact that there was a general fall in the profits earned by 
the various industries during the previous years relevant for the 
assessment years 1953-54 and 1954-55, is also supported by the 
analysis of gross profits earned by different industries as shown in 
table 8, appearing on page 16 of the RBI Bulletin for January, 1957, 
an extract of which is enclosed. It will appear therefrom that in 
the Cotton Textiles, while the percentages of the gross profit to sales 
was 7*7 in 1950 (assessment year 1951-52) and 9T in 1951 (assessment 
year 1952-53), these percentages had fallen to 4 and 5*6 in 1952 
(assessment year 1953-54) and 1953 (assessment year 1954-55) res- 
pectively. Similarly, in Jute textiles, there had been a fall in gross 
profits from 8 1 per cent, in 1950 and 7*6 per cent, in 1951 to 4T per 
cent- in 1952 and 6*2 per cent, in 1953. In Chemicals, the fall in gross 
profits was nearly half in the years 1952 and 1953 as compared to 
those in the years 1950 and 1951. In Tea, the fall in profits in the 
year 1952 was drastic, namely, from 33*5 per cent, in 1950 and 
17*2 per cent, in 1951 to 2’ 6 per cent, in 1952. Similarly, in general 
trading, the rates of gross profits were 3 per cent, in 1950 and 2*5 per 
cent, in 1951, while these percentages fell to 18 in 1952 and 1953. 
Taking all the industries together, the average percentage of gross 
profits to sales fell from 9*5 in 1950 and 9*6 in 1951 to 7*1 in 1952 and 
8*8 in 1953. 

6. As a result of this general depression in trade and industry 
diuring the accounting years 1952-53 and 1953-54, the income-tax 
demand raised in 1954-55 was Rs. 160*85 crores against 173*3 crores 
in 1951-52 and 177*8 crores in 1952-53. On account of this slump in 
business, the recovery position was also affected and the collections 
out of the current demands fell to Rs. 102*9 crores in the year 1954-55 
as against 111*39 crores in the year 1952-53 and 109*6 crores in the 

488 T .s — -7 
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year 1953-54- For the same reasons, the collections out of arrear 
demands for 1954-55 was only Rs. 28-03 crores as against 36-1 crores 
in 1952-53 and 33-07 crores in 1953-54 and the total demand on account 
of advance payment of tax under Section 18A of the Income-tax Act 
during the year 1953-54 was Rs. 77-03 crores against 87 crores in 
1951-52 and 80-3 crores in 1952-53. 

7. The decline in the collection of excess profits tax as a result of 
reduction in the number of pending Excess Profits Tax assessments 
was also partly responsible for the fall in the collections in the years 

1953- 54 and 1954-55. This will be evident from the fact that the 
collections of excess profits tax fell from 7-24 crores in 1950-51 and 
3-47 crores in 1951-52 to 1-41 crores in 1953-54 and 0-69 crores in 

1954- 55. 

8- Further, the following tax concessions made in the Finance Act, 
1953, which became operative for and from the assessment year 
1953-54 also contributed to certain extent to the fall in the collections 
during the years 1953-54 and 1954-55: 

(i) raising of exemption limit for personal income-tax from 

Rs. 3,600 to Rs. 4,200 in the case of individuals and from 
Rs. 7,200 to Rs. 8,400 in the case of Hindu Undivided 
Families. The loss of revenue on account of this conces- 
sion was estimated at Rs. 82 lakhs; 

(ii) grant of liberal depreciation allowance by way of additional 

depreciation and initial depreciation, the effect of which 
was increasingly felt during the above years which form- 
ed part of the First Five Year Plan period; 

(iii) reduction of Corporation tax payable by a company on the 

dividends received by it fram an Indian subsidiary- 

9. It will appear from page 10 of the Reserve Bank Bulletin for 
the month of January, 1957 that on looking into the balance-sheets 
and the profit and loss accounts of 751 companies the Bank found that 
the income from sales of these companies declined continuously from 
Rs. 1,087 crores in 1951 (assessment year 1952-53) to Rs. 962 crores 
in 1953 (assessment year 1954-55) owipg to post-Korean recession. 
But it rose to Rs. 1,026 crores in 1954 (assessment year 1955-56). The 
majority of the principal industries experienced rise in income from 
sales and manufacturing expenses in 1954. It was for these reasons 
that the position in regard to demands and collections has been better 
from the year 1956-57 and onwards. The fact that there was improve- 
ment in trade and business conditions in the yeiar 1954 is also evident 
from Table 8 of the RBI Bulletin for the month of January, 1957, an 
extract of which is placed at Appendix ‘A’. 

Increase in the Cost of Collection 

10. The gradual increase in the cost of collection during the 
year 1951-52 and onwards as shown in the Table on page 1 is due to 
a variety of reasons. The main reasons are: 

(i) During the war years, enormous incomes were earned by 
the assessee and even a skimming of the surface' of a few 
cases could result in substantial revenue. The high 
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excess profits tax contributed to the large collections- 
Excess Profits Tax revenue was quite substantial upto 
1950-51 on account of the pending EPT assessments. 
These conditions have been gradually changing. ;With the 
completion of the EPT cases. 

Xii) With the cessation of war profits revenue flows in with 
greater difficulty. All the problems which were long 
dormant during the period of easy collections in the war 
and the immediate post-war years have now come up to 
the surface. Unprofitable assessment work which had 
been kept off has had to be taken up during the later 
year. All this has meant increased outlay on the cost of 
collections. 

4(iii) After the federal financial integration, the work of the 
Income-tax Department has considerably increased. 
Though this has resulted in an increase in administra- 
tive costs, the returns are not proportionately great, 
because the areas which came over after the financial 
integration do not produce much revenue. Further, for 
some years after the financial integration the income 
accruing or arising to an assessee in a Part B State was 
chargeable to tax generally at lower rates for the assess- 
ment years 1950-51 to 1954-55 as indicated in Appendix 
‘B’. 

(iv) With the growing tempo in the disposal of assessments, 
the number of appeals has increased as will be evident 
from the Appendix C and the Appellate Organisation 
today is larger than what it was some years ago. The 
number of Appellate Benches of the Appellate Tribxmal 
has also increased resulting in the increase in expendi- 
ture on this account. This will be apparent from the 
following figures- 


Cost of Income-tax Appellate Tribunal 

(Rs. in thousands) 


1950-51 
7-u “ 


1951.-52 

7 ■79 


I 952-‘;3 . 1953 -54 19 54-55 19^5-56 1956- 57 
8-63 8-86 8-66 9’30 9’07 


The increased expenditure on all these items will not obviously 
lead to greater collections. 

(v) A number of tax concessions have been given and these 
have resulted in lower demand without at the same time 
leading to a reduction in the volume of work, e.g., grant 
of additional, initial and multiple shift allowances, 
grant of development rebate, exemption from income- 
tax *and super-tax of profits of a new industrial under- 
taking to the extent of 6 per cent, of the capital employ- 
ed, raising of the limit of contributions to provident f\ind 
and insurance premium for the purpose of rebate from 
l/6th of the total income to l/5th, exemptions from 
income-tax and super-tax granted to foreign technicians 
on their remuneration, reduction of corporation tax pay- 
able by a company on dividends received by it from its 
Indian subsidiary. 
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The effects of the first three concessions were increasingly felt 
during the First Five Year Plan period. 

<vi) The growth in the complexity of work and the growing 
evil of tax evasion have also contributed to the need for 
increase in man-power. The public have now become 
vociferously interested in taxation matters (both admin- 
istrative and technical) and some man-power and time 
have to be devoted to dealing with complaints and giving 
information and advice. 

(vii) As a matter of fact, 160 Income-tax Officers were recruited 
in the year 1954. The aforesaid officers were put under 
training for two years. Thus the expenditure on them 
was incurred from the date when they were appointed, 
but the benefit of their services was available to the 
Department only after the expiry of their training 
period. Similarly, though the reorganisation of the 
Income-tax Department was started in 1946, the full 
effects thereof were felt some years thereafter. Mean- 
while, pay scales have been revised as a result of the 
recommendations of the Pay Commission- These two 
factors have also contributed substantially to an increase 
in costs. 



APPENDIX A 

Extract /rom the Reserve Bank Bulletin — January, 1957- 

Tabic 8; Page — 16 

Gross profits as percentage of gross sales 



Industry 



1950 

1951 

1952 

1953 

1954 

Average 

z. 

Cotton Textiles . 



7-7 

9*1 

4“0 

5*6 

5*3 

6-3 

2. 

Jute Textiles 

, 


8*1 

7-6 

4*1 

6*2 

5*9 

6*4 

3 . 

Other Textiles 



13*6 

5*4 

5*5 

9*2 

13*0 

9*2 

4 . 

Iron & Steel 

, 


140 

17*9 

17*2 

18*7 

21*5 

i8*i 

5 . 

Engineering 

. 


8-9 

8»6 

8-1 

7*5 

7*7 

8*1 

6. 

jment 



19*2 

21*4 

19*0 

17*9 

19*5 

19*4 

7 . 

Sugar 



9*4 

120 

88 

9-2 

I 0’6 

9*9 

8. 

Paper 



161 

19*3 

18-3 

i8'4 

i6-3 

17*8 

9 . 

Vegetable Oil 



1*7 

0 6 

0-6 

2*1 


0-9 

10. 

Chemicals . 

* 


8-3 

82 

4*5 

4*9 

5*6 

6*2 

1 1 . 

Matches 



7*4 

6-9 

7*8 

7*2 

8*0 

7.5 

12. 

Coal 


, 

10-6 

8*8 

8*7 

7.7 

8-6 

8*8 

13. 

Electricity Generation and 

Supply 

38*8 

36*7 

36*0 

33*1 

32-4 

35*0 

14. 

Shipping 


. 

5-0 

15*5 

13*7 

7*9 

6-2 

9*9 

i 5 . 

Tea 


, 

33*5 

17*2 

2*6 

35*0 

48-9 

30*5 

16. 

Other Plantations 

. 


40*0 

42*6 

35*7 

38*5 

37-5 

38*8 

17. 

Trading 



3*0 

2*5 

1*8 

1*8 


2*1 

a8. 

Land and Estate , 



33*0 

40*0 

39*7 

43*8 

43-9 

40-0 


Total (including others) 



9*5 

9-6 

7*1 

8-8 

9-6 

8*9 
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APPENDIX B 


Statement showing the rates at which the income accruing or arising 
to an assessee in a Part B State was chargeable to tax for the 
assessment Years 1950-51 to 1954-55. 

Assessment years 1950-51 and 1951-52. 

For the above assessment years, the income arising to an assessee 
In a Part B State was liable to tax at the Indian rate of tax or the 
State rate of tax, whichever was lower, and in most cases the State 
Explan uion to rate of tax was lower. Where there was no State law 
para. 3 (v) of relating to charge of income-tax and super-tax, the 
nr^3r' TOCO rates applicable for the above years were those shown 
p \ nd'fi ™ Schedule to the Part B State.s (Taxation Con- 
ofrhe T.C. cessions) Order, 1950, which were much lower than 
Order. * the Indian rates of tax for those years. 

Assessment years 1952-53 and 1954-55. 

In respect of these years, an assessee with income accruing or 
arising in a Part B State was entitled to the following rebates from 
the tax chargeable at the Indian rates: 

(a) at the rate of 40 per cent., 20 per cent, and 10 per cent. 

respectively for the assessment years 1952-53, 1953-54 
and 1954-55 on incomes arising in the States of Saurash- 
tra, Madhya Bharat or Rajasthan; 

(b) at 20 per cent, and 10 per cent, respectively for the assess- 

ment years 1952-53 and 1953-54 on incomes arising in 
the State of Mysore; and 

(c) at 10 per cent, only for the assessment year 1952-53 on 

income accruing or arising in the State of Hyderabad. 
But this rebate was only admissible to an assessee which 
was a company. 
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APPENDIX C 


Statement showing the number oj appeals pending before the A.A.Cs. 
for disposal at the end of the financial years ended 31st March 
1952 to 31st March 1956 and the number of appeals filed during 
the years ended 31st March 1952 to 31st March 1956. 

No. of appeals pending for disposal as on 31st March 

1952 1953 *954 *955 1956 

65,966 70,535 29 99770 i,I 4>9I5 

No. of appeals filed during the years ended 31st March 

74740 76,673 86,046 92,301 91 >759 
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APPENDIX XVI 


No. F.5(34)-BII/55 
New Delhi, the 31st March, 1958 

Memorandum from the Ministry of Finance (Department of Econo- 
mic Affairs) pursuant to action taken on para 15 of the Fifteenth 

Report regarding Cess Funds. 

In para 15 of their Fifteenth Report, the Public Accounts Com- 
mittee have observed that it is not constitutionally in order to levy 
a cess and constitute a separate Fund from the proceeds thereof for 
an earmarked purpose, as under Article 266 of the Constitu- 
tion all revenues received and all loans raised and all money received 
by Government in repayment of loans shall form one Consolidated 
Fund. Further the Committee have felt, that the system of assigning 
particular receipts for specific purposes prevents the Parliament 
lirom exercising control over the administration of public finances. 
The Committee also desired that all expenditure out of such sepa- 
rate Funds should be subject to the direct vote of Parliament. 

2. The Government of India have carefully considered the points 
raised by the Committee and their views are set out in the following 
paragraphs. 

3. Legislation imposing a tax and earmarking the proceeds for a 
specific purpose raises two issues. The first is one of the propriety of 
such legislation and the second whether the earmarking is consistent 
with the provisions of the Constitution relating to financial procedure. 

4. The propriety of raising specific taxes for specific purposes 
really raises a matter of fiscal policy of which the Parliament is the 
ultimate judge. It is not unusual for particular industries to be 
taxed for the benefit or development of that industry (e.g. cesses on 
Coal for the welfare of coal miners or the protection of the mines, 
an export cess on mica for the welfare of mica miners) and for exist- 
ing revenue to be augmented by cesses for specific purposes i.e. the 
benefit of local bodies (e.g. cesses on land revenue for education). 

5. On the second point it has to be remembered that all Parliamen- 
tary laws are subject to the provisions of the Constitution and can- 
not over-ride them. So long as the taxes raised are credited to the 
Consolidated Fund and funds for the expenditure to be met from 
such taxes are made available by appropriation from the Consolidat- 
ed Fund and expenditure by executive authorities of such funds is, 
at the appropriate stage, voted and controlled by Parliament, no real 
issue of constitutional impropriety would seem to arise. In fact, the 
provision for earmarking in such legislation is no more than the 
embodiment in law of Parliament’s desire that certain sums of money 
the amount of which is determined with reference to the yield of 
certain taxes should be made available to and spent by the executive 
on a particular purpose. The provision in the law cannot be cons- 
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trued as authorising withdrawal from the consolidated Fund except 
imder the normal procedure for such withdrawal prescribed by the 
Constitution- In recent enactments the provision for expenditure 
for which specific taxes are raised, makes it clear that the taxes 
should be credited to the Consolidated Fund and Government may 
thereafter pay out of such proceeds such sums, etc. c.f. section 26 
of the Tea Act, 1953, section 14 of the Coir Industry Act, 
1953. Section 13 of the Coffee Act, 1942, as amended is even more 
specific and makes the payment subject to the provision of appro- 
priation by law of Parliament. Indeed, even mandatory payments 
under the Constitution (e.g. the pay of Supreme and High Court 
Judges under the Second Schedule) are not treated as overriding 
the procedural provisions in Article 114 of the Constitution for the 
withdrawal of money from the Consolidated Fund. 

6. As regards Parliamentary control over the expenditure from 
ad hoc funds, the position is as follows: — 

(a) If the Funds are administered by autonomous authorities 

set up by statute, the transfer to the Funds, under the 
vote of Parliament and subject to the necessary appro- 
priation under Article 114, represents final expenditure, 
as Parliament, by creating such Funds by law, has divest- 
ed itself of the responsibility for scrutinising the ex- 
penditure further. The bodies administering these 
Funds have separate legal personalities of their own and 
their expenditure cannot be treated as expenditure of 
Government to be accounted for in the Consolidated 
Fund. 

(b) In the case of funds set up under executive dispensation, 

the expenditure from them is brought before the Parlia- 
ment in exactly the same manner as expenditure met 
from the Consolidated Fund, except that a sum equal 
to the actual expenditure is transferred from the Public 
Account to the Consolidated Fund as lump sums have 
already been paid out of the Consolidated Fund. The 
actual expenditure, when incurred, is subject to Parlia- 
mentary vote and appropriation and Parliamentary con- 
trol on it is as complete as in respect of expenditure 
finally debited to the Consolidated Fund. Unspend 
amounts of the provision for such expenditure in each 
year lapses in the same way as provision for other ex- 
penditure. 

7. The propriety of appropriation of moneys from the Consoli- 
dated Fund for transfer to funds set up under executive authority 
has also been raised on the ground that such transfers do not really 
constitute expenditure. So long as the Constitution recognises the 
existence of the Consolidated Fund and the Public Account within 
the Government Account, transfers from one to the other are consti- 
tutionally expenditure of the Fund or the Public Account as the 
case may be. Over a wide field such transfers are made between 
the Con-^nlidated Fund and the Public Account as part of the existing 
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accounting and financial arrangements such as payments into de- 
preciation and other reserve funds in commercial and semi-com- 
mercial departments. Within the Consolidated Fund itself moneys 
are sometimes withdrawn to be paid back into it, as for example the 
payment of the dividend by Railways (which have no statutory 
existence and no separate Consolidated Fund) to General Revenues, 
adjustments between capital and revenue in respect of commutation 
of pensions and adjustments of interest between General Revenues 
and commercial departments. If withdrawals from the Consolidated 
Fund are limited only to final expenditure it would completely upset 
the existing accounting system, and place the commercial depart- 
ments like Railways on a purely cash accounting basis. 

8. After a careful examination of the problem the Finance Minis- 
try are of the view that so long as all taxes levied by any law are 
initially brought to account within the Consolidated Fund as revenue 
and all payments of equivalent sums to any fund or body are made 
by appropriation from the Consolidated Fund and all expenditure 
out of ad hoc funds under the control of the executive are initially 
treated as expenditure from the Consolidated Fund and remain sub- 
ject to the ordinary process of voting and appropriation by Parlia- 
ment, the expenditui'e being reimbursed from the Fund to the Con- 
solidated Fund, the procedure conforms to the essential requirements 
of the Constitution and secures full parliamentary control. 

9. This Memorandum has been seen by the Comptroller and 
Auditor General. 


H. S. NEGI, 
Joint Secretary. 



APPENDIX XVII 


No. F.5(36)-BII/55 
New Delhi, the 9th November, 1956 

Memorandum jrom the Ministry of Finance {Department of Eco- 
nomic Affairs) pursuant to action taken on para. 24 of the 
Fifteenth Report regarding Debt position and loans to State and 
Foreign Governments. 

In para. 24 of their Fifteenth Report, the Public Accounts Com- 
mittee observed that, as huge sums of money were being advanced 
by the Centre to the States for financing their developmental ex- 
penditure, the Centre should see that adequate arrangements for re- 
paying these loans in time were made by the States. 

2. Under Rule 244 of the G.F. Rules, Vol. I, watch over the' 
punctual repayment to the Central Government of principal and 
interest on the loans advanced to the State Governments is keut by 
the Accounts Officers who are required to report to the Government 
of India promptly the defaults, if any, in such repayment. This rule 
also provides that on receipt of such a report, the latter should im- 
mediately take steps to get the defaults remedied. The sanctioning 
authority is also competent to enforce a penal rate of compound in- 
terest upon all overdue instalments of interest or principal and interest 
and, if a penal rate is enforced, it should not, except under special* 
orders of Government, be less than 8 per cent, per aimum. The- 
Government of India feel that these provisions have worked satis- 
factorily and that by and large, except in the case of certain re- 
habilitation loans, where the question of sharing of losses with the 
State Governments is under correspondence with them, there have- 
been no major defaults in the repayment of loans or interest due- 
thereon by the State Governments. These provisions do not, there- 
fore, call for any modifications. 

3. The bulk of the loans are made for productive purposes. In 
fixing the terms, therefore, due account is taken of the likely return 
on the projects concerned. Proceeds of Betterment Levy, if any, are 
also required to be earmarked for the repayment of the loans to the 
Centre. In the context of the large outlays necessitated by the im- 
plementation of the Plan, it is considered that contributions from- 
ordinary revenues of the States in addition may not always be practi- 
cable and would merely add to their revenue deficits which have 
also ultimately to be met from further borrowings. 

4. It may be mentioned that one of the terms of reference of the 
second Finance Commission is to make recommendations, if any, in-, 
regard to the rate of interest and the terms of repayment of the loanr 
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made to the State Governments between the period, the 15th day of 
August, 1947 and the 31st day of March, 1956. By far the bulk of 
the loans outstanding against the State Governments at present, re- 
late to the loans given in this period. It is possible that, as a result 
uf the Finance Commission’s recommendations, the terms of the 
loans may be modified. 

5. This has been shown to A.G.C.R., who has no comments to 
make. 

H. S. NEGI, 

Joint Secretory. 



APPENDIX XVm 


No. F.5(26)-BII/55 
New Delhi-2, the 8th June, 1956 

Note from the Ministry of Finance (Department of Economic Affairs)' 
pursuant to action taken on para 54 of the Sixteenth Report re- 
garding irregular resumption of a pension. 

Question: — Whether the pension referred to in para. 5(a) of the Audit 
Report for which the Government of Pakistan and not 
Government of India were liable, was excluded in com- 
puting the capital value of pensions in the recent agree- 
ment with the U.K. Government. 

Under the Partition Council’s decision of December, 1947. each 
Dominion had to assume initially the liability for the pensions paid 
in its territory and for the pensions of the serving officers taken over 
by it — pensions in course of payment outside Pakistan on that date 
being the initial liability of India. Accordingly the initial liability for 
the payment of pension referred to in para 5 (a) of the Audit Report 
< Civil) 1954 — Part I, was, in the view of the Government of India, 
that of the Government of Pakistan as it was last paid before partition 
at a treasury now located in Pakistan. The Pakistan Government*s 
contention on the other hand has been that the expression “paid in 
its territory” occurring in the Partition Council’s decision does not 
cover pensions remaining undrawn for over one year prior to partition 
as such pensions, under the normal rules, cease to be payable until 
revived by the sanctioning authorities. This pension would thus,, 
according to them, not be in course of payment in Pakistan at the 
date of partition and would not be their initial liability. 

2. While this particular case was under discussion, a few other 
outstanding pension cases of this type on both sides came to notice 
and the Pakistan Government suggested a general settlement of 
such cases on the basis that the place w’here the first payment of 
pension was made after partition should determine the initial liability 
therefor. As the number of cases and the amounts involved on either 
side were not large, the Government of India recently came to the- 
conclusion that the proposal of the P^istan Government may be 
accepted. A copy of the orders issued is enclosed. 

3. In the circumstances, the initial liability in respect of the 
pension in question would devolve on India and the Government of 
Pakistan will meet their share of this liability through the overall 
financial settlement between the two countries. In computing the 
capital value of the pensions transferred to the U.K. Government from 
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Ist April, 1955, in accordance with the agreement with that Govern- 
ment, this pension would, therefore, be accounted for as India’s 
liability. , 

4. The Audit Department has seen. I 

I 1 SHIV NAUBH SINGH, 

for Joint Secretary. 


No. 11(37) -B/53. 

GOVERNMENT OF INDIA 
Ministry of Finance 

(Department of Economic Affairs) 

New Delhi, the 30th. April, 1956 


Shri K. Srinivasan, 

Under Secretary to the Government of India. 


The Comptroller and Auditor General of India, 

New Delhi. 

Subject: — Central Pensions — Settlement of outstanding cases in which 
pensions were noi in course of payment on the date of 
partition. | 

Sir, i 

I am directed to say that the question of incidence of liability in 
a few outstanding cases of Central pensions, which were not in course 
payment on the date of partition, has been under correspondence 
with the Government of Pakistan for some time. The following are 
4he types of the outstanding cases: 

(i) Pensions which were not drawn upto the date of partition 

even for the first time — these include pensions sanctioned 
before partition as well as pensions of officers who 
retired or became non-effective or proceeded on leave 
preparatory to retirement on or before the 15th August, 
1947; I 

(ii) Pensions which remained undrawn for more than one year 

and under Article 956 of the C.S.R. ceased to be payable 
before the 15th August, 1947; 

(iii) Pensions which, though not in course of payment on the 

date of partition, had been drawn at any time within a 
period of one year preceding the date of partition. 

2. It has now been agreed with the Government of Pakistan that 
the initial liability in respect of these outstanding cases as also the 
responsibility for sanctioning pension payments should be assumed 
by the Central Government in whose territory the pension was first 
drawn after partition. 


®'rom 

To 
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3. If any such pension is drawn outside India rfnd Pakistan, it 
Will be treated as India’s initial liability provided its payment after 
partition is sanctioned by the Government of India. 

4. Cases which have already been settled in accordance with the 
instructions contained in this Ministry’s Office Memorandum 
No. 8483-BI/49, dated the 23rd November, 1949 will not be reopened. 

Yours faithfully, 

K. SRINIVASAN, 

Under Secretary. 


No. ll(37)-B/53. 

Copy to the Financial Advisor, Ministry of Finance (Defence) 
with the request that similar action may kindly be taken regarding 
military pensions. i 

Copy also forwarded to all Ministries of the Government of India, 
etc.; all Civil Accountants General and Pay and Accounts Officers 
(including the Deputy Accountant General, Production, Commerce 
and Industry) and Comptrollers; the Controller of Coal Accoimts; the 
Controller General of Defence Accounts; the Chief Accounting Officer. 
High Commission of India, London; the Director of Audit, Indian 
Accounts in the U.K., London, for information. 


K. SRINIVASAN, 
Under Secretary. 



APPENDIX XIX 

No. F.6(15)-BI/55. 

New Delhi, the 19th January, 1957. 


Memorandum from the Ministry of Finance (Department of Economic 
Affairs) pursuant to action taken on para 52 of the Sixteenth Re- 
port regarding Account with the High Commission for Pakistan. 

In this Department’s Memorandum to the Public Accounts Com- 
mittee dated the 5th January, 1956, it was slated that the net claims 
against Pakistan on account of payments made by the High Com- 
mission for India in London on behalf of Pakistan were £ 823,526-17-0. 

2. The latest position, as indicated by the Accounts Department of 
the High Commissioner, reveals that the net balance on account of 
claims for the period 1st January, 1948 to 31st March, 1955 now stands 
at £, 907,185-4-9 as detailed below: — 


Claims by India . 

Claims by Pakistan 
Balance due to I idia . 
Payment received from Pakistan 
Net due from Pakistan 


£ 1 , 511 , 277 - 18-1 

£ 304,092-13-4 
£ 1,207,185-4-9 

£ 300,000-0-0 

£ 907,185-4-9 


In addition, claims in respect of Pensions and Annuities paid on 
behalf of the High Commissioner for Pakistan between 15th August, 
1947, to 31st December, 1947, estimated at £ 123,000 are being worked 
out by the High Commission for India in London. 


3. The re-imbursement of the above payments to India is linked 
with the overall settlement of the outstanding financial issues 
between the two countries. 


4. The Memorandum has been seen by the Audit Department. 


H. S. NEGI, 
Joint Secretary. 
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APPENDIX XX 


Opinion of the Attorney General from the Ministry of Finance (De- 
partment of Revenue) pursuant to action taken on paras, 70-71 of 
the Twenty-third Report regarding assessment of income-tax on 
restricted value of perquisites. 

AGE (31)/57-4654/19. 


OPINION 

The use of a furnished residence without payment of rent is clearly 
a perquisite within the meaning of section 7 (1) of the Income-tax 
Act. This is made clear by Explanation I (i) to the sub-section. In 
view of this provision the English cases referred to in para. 6 of the 
Statement of the Case are irrelevant. The very language of section 
7(1) read with Explanation 1 (i) makes the value of rent-free 
accommodation a perquisite and therefore a part of the income of the 
assessee taxable under the head ‘‘salaries”. 

2. Section 60 enables the Central Government by a notification in 
the Official Gazette to make an exenxption, reduction in rate or other 
modification in the circumstances there mentioned. The orders of 
the Revenue Department dated the 6th of September 1951, do not 
fall within sub-section (1) of .section 60 inasmuch as they are not (a) 
an exemption made by the Central Government, and, (b) notified in 
the Official Gazette, further, sub-.soction (3) of section 60 added by 
Amending Act VII, of 1939, prevents the exercise after the coming 
into force of the Amending Act of the power conferred by sub-section 
(1) except for the purpose of rescinding an exemption, reduction or 
modification already made. 

3. The orders dated the 6th of September, 1951 which in substance 
put a reduced value on the perquisite of free accommodation are, 
therefore, not in order and, if they are treated as having been made 
under section 60 of the Act, they offend sub-section (3) of that 
Section. 

4. Section 4 of Act 58 of 1952 and Act 20 of 1953 provides inter alia 
that “no charge shall fall on the Minister (officer) personally in res- 
pect of the maintenance of such residence”. The residence referred 
to is the furnished residence to the use of which he is entitled with- 
out payment of rent under the section. The Explanation to the 
section provides inter alia that “maintenance in relation to a residence 
includes the payment of local rates and taxes and the provision of 
electricity and water”. In substance the section provides that not 
only will the Minister or the officer be entitled without payment of 
rent to a furnished residence but that he shall not be subjected to a 
charge in respect of the maintenance of that residence. The word 
‘‘maintenance” clearly has reference to any expense which the Minis- 
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ter or the officer may have to incur in running it or repairing it or 
otherwise keeping it in condition. This is made clearer by the Ex- 
planation which speaks of local rates and taxes and electricity and 
water charges as being included in the maintenance of the residence. 
The inclusive definition of “maintenance” given in the Explanation 
it would be a matter of doubt whether the payment of local rates and 
taxes and for electi’icity and water could be said to be charges in- 
curred for maintaining the residence. However, payment of income- 
tax on the value of any benefit or amenity granted to the Minister 
or officer by his employer or any sum paid by the employer in respect 
of any obligation which ordinarily would have been payable by the 
Minister or Officer cannot by any straining of the language be describ- 
ed as a charge in respect of the maintenance of the free furnished 
residence granted to him. It is a liability of the Minister or Officer 
in respect of his income and has no relation to the maintenance of 
the free furnished residence. 


5. Section 4 of each of the two Acts mentioned above will not, 

therefore, protect the cost of water and electricity provided free of 
charge being taxed under the Income-tax Act. The free supply of 
water and electricity would clearly be perquisites having regard to 
the provisions of Explanation 1 (iii) and (iv) to sub-section (1) of 
section 7 of the Act. I 

6. The answer, therefore, to question (ii) in paragraph 14 of the 
Statement of the Case is in the negative. 

7. Some of the papers put before me indicate that the houses 
allotted to the Ministers and officers are used partly for office pur- 
poses and in relation to the official duties of the Ministers and the 
officers. It also appears that a portion of the electricity and water 
charges incurred in respect of these residences arises by reason of the 
sentries and other staff posted at these residences. If this is the 
position it could not be said that the whole of these perquisites are 
allowed to the Minister or Officer or are due to him within the mean- 
ing of section 7, sub-section (1) of the Act. If a portion of the resi- 
dence is used for office and other official purposes and if water and 
electricity are not used wholly by the Minister or the officer he does 
not get the whole benefit of the perquisites part of them being used 
for other purposes. The entire perquisites cannot, therefore, form 
part of his income. In these circumstances it would, I think, be com- 
petent to the Central Board of Revenue to make rules under section 
59 (1) of the Act, for the ascertainment and determination of the 
value of these perquisites allowed to the Minister or officer. ouch 
rules would be rules for the ascertainment and determination of this 
class of income of the Ministers and the officers. These rules will 
have to be made subject to the control of the Central Government, 
and will under sub-sections (4) and (5) of section 59 be subject to the 
condition of previous publication in the Official Gazette. The Central 
Board of Revenue will have to take into account the value of the free 
furnished residence and the cost of the water and electricity generally 
and out of such value and cost make an apportionment to the Minis- 
ters and officers having regard to the value of the accommodation and 



105 


the cost of water and electricity which are generally used by the 
Ministers or officers for their purposes. 


Nkw Delhi; 

The 10th November, 1957. 


Sd./- M. C. SETALVAD, 
Attorney Gerieral oj India/* 



APPENDIX XXI 


Statement of the case for the opinion of the Attorney General from 
the Ministry of Finance (Department of Revenue) pursuant to 
action taken on paras. 70-71 of the Twenty-third Report regarding 
assessinent of income-tax on restricted value of perquisites 

The Salaries and Allowances of Ministers of the Union Govern- 
ment are regulated by the Salaries and Allowances of Ministers Act, 
1952 (Act 58 of 1952). The salaries and allowances of certain othei’ 
high dignitaries, viz., the Chairman and the Deputy Chairman of the 
Rajya Sabha as well as the Speaker and the Deputy Speaker of Uie 
Lok Sabha are likewise governed by the Salaries and Allowances of 
Officers of Parliament Act, 1953 (Act 20 of 1953). Section 4 of each 
of these two Acts, employing identical language, provides; — 

**Each Minister (Officer of Parliament) shall be entitled 
without payment of rent to the use of a furnished resi- 
dence throughout his term of office and for a period of 
fifteen days immediately thereafter, and no charge shall 
fall on the Minister (officer) personally in respect of the 
maintenance of such residence. 

Explanation — For the purposes of this section, ‘residence’ in- 
cludes the staff quarters and other buildings appurtenant 
thereto, and the garden thereof, and ‘maintenance' in 
relation to a residence includes the payment of local rates 
and taxes and the provision of electricity and water," 

The concessions which u Minister or officer of Parliament receives 
by virtue of this provision are (a) rent-free accommodation consist- 
ing of a furnished residence the maintenance charges of which are 
borne by Gover: nent and (b) free supply of electricity and water 
to the residence. Doubts have arisen in regard to the extent to 
which the value of these two concessions may be excluded, if at all, 
in computing the total income for the purposes of income-tax. 

2. Before 1951, the assessment of ‘perquisites' was governed by the 
Board's Circular dated 12th May, 1928, a copy of which is briefed 
(flag ‘A’). In that year, the Central Board of Revenue considered it 
unreasonable not to make any distinction between furnished and un- 
furnished residences, and hence decided that the value of rent free 
residence provided by an emplojmr should be taken at 10 per cent of 
the employees’ salary in the case of unfurnished residence and 12J 
per cent, of the salary in the case of a furnished residence. A copy 
of Board's Circular dated 6th September, 1951, setting out the above 
procedure is briefed (flag ‘B'). The extra per cent, in respect of 
furniture was based upon the advice of the Ministry of Works, Pro- 
duction and Supply to the effect that the rent of furniture in case of 
a furnished residence was usually about 25 per cent, of the rent of 
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the building, taking 10 per cent, of the salary as rent. Another con- 
sideration which weighed with the Board in coming to the above 
decision was that free quarters provided by an employer were to be 
evaluated according to the market value, subject to certain economic 
considerations and “it would be unreasonable to expect an employee 
to pay tax on the full rental value of his house in the provision of 
which he has had no say, A limit to the valuation is therefore neces- 
sary”. The formula of 10 per cent, represented a broad principle 
applicable to employees in general, besides Ministers and certain other 
dignitaries. While this was the position till 1951, the provision for 
taxation of perquisites was substantially changed by the amend- 
ment to section 7 by the Finance Act, 1955. According to Explanation 
l(i) to section 7(1) of the Income-tax Act, perquisites include the 
value of rent free accommodation or the value of any concession in 
the matter of rent respecting any accommodation provided to the 
assessee by his employer. j 

3. In the Audit Report (Civil) 1955, objection was taken to these 
executive instructions issued by the Central Board of Revenue a'^d 
to the exclusion for the purposes of assessment of the value of free 
electricity and water supplied to the residences of Ministers and 
officers of Parliament. A copy of paragraph 15 of the Report setting 
out the above objection is briefed (flag ‘C’)- Commenting on this 
the Public Accounts Committee in its 23rd Report, 1956-57, said that 
the matter should be referred to the Attorney General for opinion. 
A copy of paragraphs 67 to 71 of the Report of the Public Accounts 
Committee is briefed (flag *D’). 

4. The Audit objection is that, whatever may have been the position 
under section 7 of the Indian Income-tax Act before 1955, the amend- 
ed section (introduced by Act XV of 1955) gives a clear definition of 
the term “perquisites” and covers not merely the actual rental value 
of the rent free accommodation but also any concessional recovery 
of rent. As such, the valuation of rent free residences at 10 per cent, 
(if unfurnished) and 121 per cent, (if furnished), on salaries under 
the executive instructions is no longer permissible. They set out 
figures to show that the real value of the rent free accommodation is 
much more than the value taken for the purposes of income-tax in 
accordance with the Circular mentioned above {vide flag ‘C’). 

5. Audit also object to the exclusion for the purposes of income- 
tax of the value of free supply of water and electricity to the resi- 
dences of the Ministers and officers of Parliament. Their contention 
is that exemption from taxation of the full value of the rent free 
accommodation as well as the value of free supply of water and 
electricity violates section 60(3) of the Income-tax Act. It is added 
that the continued application of the executive instructions mentioned 
above is resulting, on the one hand, in loss of revenue to the State 
and, on the other, in giving extra legal benefit to a class of assessees. 

6. The first question is in regard to the amount to be taken as the 
value of the rent free accommodation allotted to the Ministers and 
other dignitaries. In view of the clear wording of clause (i) of Ex- 
planation 1 to section 7(1), it may not be possible to get much help 
from the English case law. The lenrned author of Kanga on Income-tax 
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observes (at p. 421, 3rd Edn.) : “In Tenant Vs. Smith, 3 T.C. 158 the 
House of Lords held that a benefit which was not capable of being 
converted into money, — e.g., the right to occupy premises free 
was not perquisite. This explanation marks a departure from that 
principle of general law”. Still it will not be out of place to refei- 
to certain very broad principles that have been laid down in some ol 
the leading English cases. In the above mentioned case of Tenant 
Smith, 3 T.C. 158, the House of Lords held that where a banking com- 
pany assigned to its agent as a residence a portion of the bank pre- 
mises occupied by them, the agent being required to reside in the 
building as the servant of the bank and for the purpose of perform- 
ing the duty which he owes to his employers, the value of the resi- 
dence is not an emolument of the officer in respect of which he is 
chargeable with income-tax, and the income is not to be included in 
estimating the total amount of income for the purposes of income tax. 
In a more recent decision reported in 30 T.C. 467, the earlier case law 
was reviewed and it was held that where a Colliery Under Manager 
was required to occupy a house provided rent free by the employer 
it was held that appellant was not in “beneficial occupation” of the 
house and hence was not assessable in respect of the value of the 
rent free accommodation provided to him. It will be seen that here 
is another principle to be kept in view in regard to the taxability of 
these perquisites, namely, whether the assessee is in beneficial 
occupation of the house, apart from the question whether the benefit 
was or was not capable of being converted into money. No doubt 
the case of the bank manager or the colliery manager who was re- 
quired to stay in the premises provided by the employer for the 
better discharge of his duties and the case of Ministers and othei 
dignitaries who are given rent free accommodation and expected to 
utilise that accommodation, may not be comparable in all respects. 
Nevertheless there is a difference between Ministers and other digni- 
taries who occupy accommodation provided by Government and other 
officials in occupation of Government allotted accommodation. In the 
case of Ministers and other dignitaries it cannot be said that the 
bungalow allotted for their use is entirely for their private purposes 
because such persons are expected to and actually do conduct theii- 
official business, in part at least, at their residences. They are ex- 
pected to receive persons coming to them in their official capacity and 
hold meetings etc. there. Another aspect of the matter has been 
brought out by a note recorded by the Finance Ministei' quoted 
below: — 

“Ministers have no security of tenure and they cannot burn 
their boats in the places where they come from. The 
enforced temporary character of their tenure compels 
them in most cases to maintain an establishment at Home. 
Their cases cannot be compared with the cases of perma- 
nent officials serving Government. The privilege of a 
rent free accommodation arises out of these consider- 
ations. If they cannot determine the size and the nature 
of the houses they occupy, they cannot determine the 
quantum of electric energy consumed or water supply 
drawn upon. The maintenance of gardens in such houses 
is of little interest to many Ministers. In the circum- 
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stances the importance of concessions given to Minis* 
ters is somewhat overstated. As my predecessor has 
pointed out, the Central Board of Revenue as interpreters 
of law has acted correctly in fixing 12i per cent, as the 
tax value of these concessions. It can also be pointed 
out that the value of the services to the nation of many 
of the Ministers cannot be equated to the salary they re* 
ceive. Any attempt to make out that they are getting 
concessions which legally are not admissible is to ignore 
the basic realities of the situation. That would be the 
line I would take at the P.A.C. meeting'*. 

The letter to the Prime Minister from Shri Deshmukh which is 
refei red to in the above note is also briefed (flag ‘P*). In this view, 
it cannot be said that the difference, if any, between 12i per cent, of 
the salai y of the Minister and the fair rent of the furnished house 
allotted to him constitutes a “perquisite” of the Minister within the 
meaning of clause (i) of the Explanation. 

7. The other argument advanced by the Revenue Department is 
not without force. The instructions contained in the Circular of 1951 
merely give directions as to how the value of the rent free residences 
furnished or unfurnished should be calculated to secure uniformity 
and to save unnecessary work to officers. Such instructions may be 
relatable to the power conferred on the Board by section 5(8) of the 
Income-tax Act. What might appear to be an artificial mode of com- 
puting certain item of income is not unknown to the Income-tax Acts. 
For instance, where the property is in the occupation of the owner 
for the purposes of his own residence, section 9(2) of the Incorr'e-tax 
Act, provides that in such a case, the bonafide annual value of the 
property for the purpose of inclusion in the total income of the owner 
should not exceed 10 per cent, of his total income. The owner in 
such a case does not derive any income from the property in question, 
but the amount which has to be included in his assessment for the 
occupation of the liouse, in fact, represents the cash value of the 
benefit which he derives by occupying the same without paying any 
rent. In the case of an employee provided with rent free accommo- 
dation by the employer he uses it exclusively for his own occupation 
and does not dei ive any income by letting it out. Hence, having re- 
gard to the principle underlying the provision in section 9(2) of the 
Act, fixing of the valuation of rent free accommodation in his case 
at 10 per cent, or 12J per cent, as the case may be, of his salary, does 
not appear to be unreasonable. It would not therefore be cori’ect to 
say that instructions given by the Board amount to exemptions under 
section 60(1) of the Act and as such hit by sub-section (3) of that 
Section. 

8. The observations of the Central Board of Revenue on this part 
of the case are as follows: — 

‘‘On a strict interpretation of this section [section 7(1), Ex- 
planation l(i)], the Central Board of Revenue should 
have assessed rent of any accommodation furnished free 
to the employee on the basis of the actual value, irres- 
pective of the salary of the employee. This, however. 
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was not done and the actual orders of the Central Board 
of Revenue are that not only for Ministers and other 
officers of Parliament but in respect of those whose in* 
come is assessed under section 7 of the Income-tax Act, 
the value of the accommodation should be assessed on 
the basis of 10 per cent, of the salary (if unfurnished) 
and 12 J per cent, of the salary (if furnished), so long as 
the actual rent paid by the employer does not exceed 20 
per cent, of the salary (if unfurnished) or 25 per cent, 
(if furnished). 

‘‘The authority for this action of the Central Board of Revenue 
is to be found in an assurance given by the then Finance 
Minister when the amendment of section 7 of the Income- 
tax Act was being discussed in the Lok Sabha. In con- 
nection with the changes made regarding the taxation 
of perquisites, the Minister gave several assurances in 
Parliament. A copy of these is at slip It will be 

observed that the Minister stated in particular that ‘in 
regard to the other perquisites, it is not my intention that 
a very meticulous appraisal or evaluation of this should 

be made..... As regards provision of houses free 

of rent, the present practice of evaluating them at 10 
per cent, of the occupiers’ income when unfurnished and 
12h per cent, when furnished will be continued. It will 
be continued subject to the accommodatiem provided and 
the rent paid by the employer being reasonable. The 
assurance by the Minister was in categorical terms. It 
refers specifically to the evaluation of rent free accom- 
modation. It also stated categorically that it was no: 
the intention to have a very meticulous appraisal of the 
value of perquisites. The value of an accommodation 
may depend on local and ephemeral cemditions or on 
cost of construction or on the capacity of the occupier to 
pay. Considering that the intention was not to make 
meticulous calculations, the instructions of the Cential 
Board of Revenue, which it may be emphasised again, 
apply not only to Ministers but to every person assessed 
under section 7 of the Income Tax Act, contain a fair in- 
dex to the value of rent free accommodation”. 

9. In regard to the payment of electricity and water charges in 
respect of the houses allotted to Ministers etc., section 4 of the Salaries 
and Allowances Acts mentioned earlier provides that “no charge shall 
fall on the Minister (or officer of Parliament) personally in respect 
of the maintenance of such residence,” and that “maintenance in- 
cludes the payment of local rates and tax and the provision of electri- 
city and water.” Relying on this provision the Law Minister gave 
the ruling that “there is no reason why the word ‘charge’ (in section 
4) should not be held to cover a charge under the Indian Income-tax 
Act”, A copy of the note of Shri C. C. Biswas is briefed (flag ‘G’). 

10. The wording of section 4 gives a clue to the decision on the 
other question also. The intention of the Legislature is obviously 
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that it is in the interest of the State to see that the Minister is 
accommodated suitably to his status and for this purpose the bungalow 
is maintained properly at Government expense. From this it follows 
that it is in the public interest that the Minister should live in a 
suitable bungalow irrespective of what the standard rent of the 
building would be. It would not be proper to regard the excess of 
rental value of the building above the 10 per cent, of salary as any 
additional remuneration to the Minister but it is something which 
the State provides for a public purpose and as such it cannot be re- 
garded as any benefit conferred personally on the Minister. In this 
connection Counsel may kindly see the extract from the debate in the 
Lok Sabha dated 18th April, 1955, which is briefed (fiag ‘H’). 


11. On this part of the case the observations of the Central Board 
of Revenue are as follows: — 

“In regard to electricity and water charges in respect of houses 
allotted to Ministers, two points may be emphasised. 
Firstly, the basic principle of the assurances given by 
the Minister while piloting the Bill was also that ‘we have 
thought it is not necessary that certain payments in cash 
or in kind which reasonably go with employment or 
vocation and have come to be regarded as incidental tO' 
such employment or vocation should be eliminated com- 
pletely.’ Charges for water and electricity have been 
free for the Ministers since 1947 and could, therefore, be 
regarded in 1955 as being incidental to such employment. 
Secondly, as in the case of houses themselves much of 
the expenditure on electricity and water is not incurred 
tor the personal benefit of the Ministers but as a State 
arrangement for the safety and protection of the Minis- 
ters. It is more for the protection of the house than for 
the personal benefit of the Minister that the entire com- 
pound and the gates are provided with powerful bulbs 
and the guards and chowkidars who stay in the piemises 
contribute not a little to the expenditure on water." 

*1 

12. In paragraph 69 of the Report of the Public Accounts Com- 
mittee, reference has been made to section 59(1) of the Income-tax 
Act, which permitted the Board to make Rules prescribing the 
methods by which an estimate of income, profits and gains liable to 
tax may be made where such incomes etc. could not be definitely 
ascertained or could be ascertained only with some amount of trouble 
and expense to the assessees. In the first place, the said section only 
empowers the Board to make Rules, and it could not be said that the 
instructions referred to above are Rules. It may also be noticed that 
sub-section (5) requires that Rules made under that section should 
be published in the official gazette, which is not the case here. 
Further, as is clear from sub-section (3), Rules may be framed only 
in the case of “income derived in part from agriculture and in part 
from business”. The continuance of the old executive orders might 
not, therefore, be justified with reference to section 59(1) of the Act. 
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13. The observations of the Chairman, Central Board of Revenue 
on this point are as follows: — 

‘‘I do not agree with the Law Ministry that section 59(1) of 
Income-tax Act limits the power of the Central Board of 
Revenue to frame rules in the case of income derived 
in part from agriculture and in part from business. In- 
deed, section 59(1) makes it clear that the rules may 
be made Tor carrying out the purposes of this Act and 
for the ascertainment and determination of any class of 
income.’ It is quite true that section 59<2)(a) refers 
to ‘incomes derived in part from agriculture and in part 
from business’, but the preamble to section 59(2) makes 
it quite clear that this is ‘without prejudice to the 
generality of the foregoing power’, namely, that contain- 
ed in section 59(1). It is certainly tru^ that section 
59(5) requires that the rules should be published in the 
official Gazette, but this seems to me to be only a techni- 
cal matter and, if there is nothing illegal in the action 
of the Central Board of Revenue, we can still remedy the 
defect by publishing the rules under this Act.” 

14. CounseFs opinion is, therefoi'e, requested on the following 
questions: — 

(i) Whether the orders of the Revenue Department dated the 

6th September, 1951, computing the value of the per- 
quisite of free accommodation given to Ministers and 
other high dignitaries at 10 per cent, (or 12^ per cent, if 
the accommodation is furnished) of the salary of the 
person concerned are in order and do not offend section 
60(3) of the Income-tax Act. 

(ii) Whether the exclusion of the value of the cost of water and 

electricity provided free of charge to Ministers and other 
high dignitaries for the purpose of income-tox is in 
order. 

(iii) Generally. 


S. K. AIYAR, 
Deputy Secretary. 
Tel. No. 33329. 



C. No. 35 (23) IT/50. 

CENTRAL BOARD OF REVENUE 

Neio Delhi, the 6th September, 1951. 

CIRCULAR NO. 57-(LVn/-3) OF 1951 

Sufjf:ct: — Salary and Alloioances — Rent free furnished and unfur- 
nished residences — Value of,, to be included in assessment as 
perquisites 

It has so long been the practice of the Department to estimate 
the value of rent-free residence (perquisite), provided by an em- 
ployer to his employee, at a figure not exceeding ten per cent of the 
employee’s salary, irrespective of whether the residence was furnish- 
ed or unfurnished. The Board, however, consider it unreasonable 
that no distinction should be made between furnished and unfurnish- 
ed residences and it has, therefore been decided that the value of 
rent-free^ residence pri^vided by an employer should be taken — 

(i) in the case of an unfurnished residence, at 10 per cent of 

the employee's salary, and 

(ii) in the case of a fLirnished residence, at 12.1 j)er cent of 

the salary, : 

subject always 1o the »'ight of the employee ti) claim the adoption 
of the actual rental value of the perquisite should it be less than the 
above percentages. For this purpose the term ‘salary’ shall be taken 
to include — 

(a) Pay and pensions, 

(b) Payments and fees, if such payments or fees are received 

in the shape of a fixed addition to the monthly pay and 
allowances as part of the authorised remuneration of a 
post, 

(c) Compensatory allowances, other than travelling allow- 

ance and dearness allowance, and 

(d) Exchange compensation allowance. 

This change should be brought into effect from the financial year 
1952-53, i.e. in respect of salaries and perquisites due after 31st March 
1952. 


Sd./S. P. LAHIRI. 

SECRETARY, CENTRAL BOARD, OF REVENUE, 
To 

All Commissioners of Income-tax. 

All Appellate Assistant Commissioners. 
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All Chambers of Commerce. 

The Director of Inspection (Income-tax). 

The Registrar, Income-tax Appellate Tribunal, and the Statistician 
(Income-tax) . i ! 


11 of 1928/R. Dis. No. 278-IT./28. 
CENTRAL BOARD OF REVENUE 
Simla, the 12th May, 1928. 


CIRCULAR 

Perquisites — Indian Income-tax Act, {XI 22) — Section 7 — Liability 
to tax — Benefits not convertible into money — Income-tax 
Manual Paragraph 20. 

Though Act XI of 1922 contains no provision corresponding to 
that in section 3(2) (ix) of Act VII of 1918, to the effect that no 
perquisite or benefit, being neither money nor reasonably converti- 
‘jle into money by the recipient, is liable to tax, the law in this res- 
pect remains unaltered, except in regard to rent free quarters, the 
value of which is specifically rendered liable without qualifications 
■jy the explanation to section 7(i) of Act XI — 22. 

2. Such perquisites therefore as (for example) tiffin, domestic 
.ervices, or passages by rail or steamer provided by employers for 
Iheir employees free of charge, are not liable to tax. 

3. Para. 20 of the Income-tax Manual will be amended. 

Sd.i- V. S. SUNDARAM, 

SECRETARY, CENTRAL BOARD OF REVENUE. 


To 

All Commissioners of Income-tax. 


No. 6481-PSF/56. 

New Delhi, June 15, 1956. 

My dear Prime Minister, 

The Audit Report (Civil) 1955, Part I contains a paragraph at page 
16 relating to the assessment of Income Tax on restricted value of 
perquisites. (For your easy reference I enclose a copy of the Audit 
Report). Briefly it is to the effect that an irregularity is being com- 
mitted by the Income Tax authorities in not taking into account for 
tax assessment purposes the value of fully furnished residences, 
water and electricity supplied to Ministers and certain other digni- 
taries of the Union Government (like the Speaker of the Lok Sabha) 
whose salaries and privileges are regulated by Acts of Parliament. 
I believe this Audit comment received some sort of publicity in 
the press. 
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2. T had the matter fully examined in the Ministry and enclose 
a detailed note prepared in the Central Board of Revenue on the 
actual position. You will see therefrom that what we are doing is 
perfectly correct according to law; and we had in fact pointed this 
out when the draft paragraph came to us earlier. 

3. It is interesting that the Audit authorities have taken it upon 
themselves to finally pronounce on the interpretation of the law and 
to rule that it is no longer permissible to exclude the value of 
these perquisites in the assessable income and that it is resulting, 
on the one hand, in loss of revenues to the State and, on the other, 
in giving extra legal benefit to a class of assessees. The Central 
Board of Revenue which has the duty of interpreting and administer- 
ing the law has necessarily to follow its own interpretation, and 
will in due course make its own stand clear to the Public Accounts 
Committee. 


' Yours sincerely, 

(C. D. DESHMUKH). 

Shri Jawaharlal Nehru, j 
Prime Minister of India, i 
New Delhi. 



AUDIT REPORT (CIVIL) 1955— PARA 15— NOTE ON. 

In February, 1956, the AGCR sent for Board’s comments a draft 
paragraph dealing with the assessment of perquisites representing 
rent free accommodation and free supply of water and electricity 
provided to Ministers and certain other dignitaries whose salaries 
are regulated by Acts of Parliament. This paragraph was intended 
to be included in the Audit Report. It was then pointed out to him 
that the paragraph, as drafted, was based on incorrect assumptions. 
The Comptroller and Auditor General has now included a revised 
paragraph — as paragraph 15 in the Audit Report (Civil) 1955 — Part I 
regarding the assessment to income-tax on the restricted value of 
perquisites. The points raised therein are: 

(i) that the amendment to section 7 of the Income Tax Act, 

made in 1955, is intended to cover not merely the actual 
rental value of the rent free accommodation but also 
any concessional recovery of rent. As such, the valua- 
tion of rent free residences at 10 per cent (if unfur- 
nished) and 121 per cent (if furnished) on salaries 
under the executive instructions is no longer permissi- 
ble; yet these executive instructions are being applied 
also in the case of Ministers and certain other dignita- 
ries of the Union Government whose salaries and privi- 
leges are regulated by Acts of Parliament; 

(ii) that in view of the amended section 7 of the Income-tax 

Act, exclusion from the total income of the Ministers 
and other dignitaries of the value of water and electri- 
city supplied free to them in terms of the relevant Acts 
of Parliament, following the old executive and instruc- 
tions, is not in accordance with the present law; and 

(iii) that the continued application of the executive instruc- 
tions, referred to in (i) and (ii) above, is i^esulting in 
loss of revenue to the State and in giving extra-legal 
benefit to a class of people which is not permissible in 
view of the provisions of section 60(3) of the Income-tax 
Act. 

2. Besides the salaries and allowances of Ministers, the salaries 
and allowances of the Chairman and Deputy Chairman of the Rajya 
Sabha and the Speaker and the Deputy Speaker of the Lok Sabha 
are regulated by Acts of Parliament. Hence the term “certain 
other dignitaries”, referred to in the Comptroller and Auditor Gene- 
raPs Audit Report evidently means the Chairman and the Deputy 
Chairman of the Rajya Sabha and the Speaker and the Deputy 
Speaker of the Lok Sabha. 

3. It may be stated at the outset that the old section 7 was sub- 
stituted by a new section 7 by the Finance Act, 1955. This amended 
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section has become effective for the purposes of assessi. ent for and 
from the assessment year 1956-57. None of the cases of the Minis- 
ters and other dignitaries has yet become ripe for the assessment 
for the year 1956-57. Therefore, there cannot be any question of 
the new provisions having been ignored in making assessments. 


4. The points referred to in paragraph 1 above are dealt with as 
below; 

Regardhig (i) : Under the amended section 7, perquisites allow- 
ed to the employee by the employer are assessable under the head 
“salaries” in the hands of the employees concerned. Part (i) of 
Explanation I to section 7 lays down that perquisites include “the 
value of rent free accommodation or the value of any concession in 
the matter of rent respecting any accommodation provided to the 
assessee by his employer”. Even under the Act, as it stood before 
its amendment by the Indian Income-tax (Amendment) Act, 1939, 
perquisites allowed to an employee by an employer were chargeable 
to income-tax under the head “salaries” and the right of a person to 
occupy free of rent as a place of residence any premises provided by 
the employer was to be regarded as a perquisite. It was then de- 
cided that where the rent free houses formed part of the perquisite 
of an assessee, the cash value of such a house, furnished or unfur- 
nished, to the occupier need not ordinarily be deemed to be more 
than 10 per cent, of the salary of the employee. This held field for 
more than 25 years and had been in vogue even for the year 1928. 

5. Subsequently, it was considered unreasonable not to make 
any distinction between furnished and unfurnished residences and 
accordingly, in consultation with the Ministry of Works, Produc- 
tion and Supply, the cash value of a rent free furnished house was 
decided to be taken at 12J per cent. This decision was based on the 
fact that the rent of furniture in case of furnished residence pro- 
vided by the Government was charged at 25 per cent, of the rent of 
the building (taken at 10 per cent, of the salary as rent) which 
worked out to 2-^ per cent, of the salary. Another consideration 
which weighed with the Board in coming to the above decision was 
that “free quarters provided by employer were lo be evaluated 
according to the market value, subject to certain economic considera- 
tions and it would be unreasonable to expect the employee to pay 
tax on the full rental value of his house in the provision of which 
he had no say. Hence a limit to the valuation was necessary”. 
Accordingly instructions were issued to the effect that the value of 
rent free residences provided by the employer should be taken: 

(a) in the case of unfurnished residence at 10 per cent, of the 

employee’s salary, and 

(b) in the case of furnished residence at 12i per cent of the 

salary. 

^ Further, the valuation of perquisites, representing rent free 
residences, should be based on not what the employer has to pay 
for the rent of the house but on what the employee saves by being 
provided with a rent free residence. Where an employer provides 
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accommodation for housing his employees and charges rent therefor, 
normally such a charge does not exceed 10 per cent, of the salary 
of the employee concerned. Thus the saving of the employee is to 
the extent of 10 per cent, of his salary if he is provided with a rent 
free accommodation. 

7. Again, if a property is self occupied by the owner thereof, 
section 9 (2) of the Income Tax Act provides that in such a case the 
bona fide annual value of the property in question for the purpose 
of inclusion in the total income of the owner should not exceed 10 
per cent, of his total income. The owner, in such a case, does not 
derive any income from the property in question, but the amount, 
which is includible in his assessment for the occupation of the house, 
in fact, represents the cash value of the benefit he derives by occu- 
pying the same without paying any rent. In the case of any 
employee provided with rent free accommodation by the employer, 
no doubt he is not the owner of the property in question, nevertheless 
he uses it exclusively for his own occupation and does not derive 
any income by letting it out. Hence having regard to the principle 
underlying the provision of section 9(2) of the Income Tax Act, 
fixing of the valuation of the rent free accommodation in his case 
at 10 per cent, or 12J per cent, as the ca.se may be, of his salary 
does not appear to be unreasonable. As the provisions of rent free 
accommodation is inseparably linked with his occupation as a sala- 
ried employer, the cash value of the accommodation can only be 
measured with reference to his salary. 

8. While the formiria of 10 per cent or 12 i per cent represents a 
broad principle to be followed in such cases, it is not the last word, 
because there may be cases where a different yard-stick may be 
justified. With a view to cover such cases, instructions have been 
issued that where the fair rent of the accommodation provided free 
of rent to an employee exceeds 29 per cent (if unfurnished) and 
25 per cent (if furnished) of the salary of an employee, such ex- 
cess may be included in the total income of the employee concern- 
ed in addition to 10 per cent or 12J per cent, as the case may be, 
of the salary mentioned above. 

9. From the foregoing, it is clear that there is no question of 

granting any concession to Ministers and other dignitaries as their 
house rents are evaluated on the same basis as those of other em- 
ployees. These administrative instructions are issued in the inter- 
est of uniformity and of saving unnecessary work to officers. 
There is no reason to think that on the whole there is a gain or 
loss to revenue. j 

10. Regarding (ii) : As regards other perquisites, the legal posi- 
tion as understood by the old Legislative Department was that to 
attract income-tax “a perquisite should either be received in the 
form of money or that something should actually be received which 
would be capable of being converted into money by the recipient'V 
On the above view a decision was taken as early as 1928 that the per- 
quisites which were not convertible into money were not liable 
to income-tax. Accordingly, perquisites such as supply of free 
electricity and water provided to Ministers and other dignitaries, 
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referred to above, were not held to be liable to tax in their hands 
under the old section 7. No doubt, under the amended section 7, 
the cash value of free supply of water and electricity is liable to in- 
come-tax in the hands of an employee as a perquisite but it cannot be 
included in the total income of Ministers and other dignitaries 
because of section 4 of the Salaries & Allowances of Ministers Act, 
1952 and section 4 of the Salaries & Allowances of Officers of 
Parliament Act, 1953 hy which their salaries have been fixed. These 
sections specifically provide that no charge shall fall on the Min- 
isters end other dignitaries personally in respect of the mainte- 
nance of their official residences. We have been advised that the 
term “charge” includes income-tax as well and that in view of 
this provision no income-tax can be levied in respect of any of 
the payments coming within the scope of maintenance in relation 
to the residence of a Minister etc. which includes free supply of 
water and electricity as well. Hence the question of levying in- 
come-tax on the value of free supply of water and electricity to 
Ministers and other dignitaries does not arise. 

11. Regarding (Hi): The Central Government are prohibited from 
issuing any notification granting any exemption, reduction in rate 
or making other modification in respect of income-tax after the 
commencement of Income-tax (Amendment) Act, 1939. The ins- 
tructions referred to by the C. & Ar. Gl. merely gave directions 
as to how the value of the rent-free residences furnished or unfur- 
nished should be calculated to secure uniform basis of calculation. 
The Board are authorised to issue such instructions for the purpos- 
es of execution and administration of the Income Tax Act under 
section 5(8) of the said Act. 

12. For the reasons stated in paras 4 to 10 above it does not seem 
correct to say that the application of the instructions is resulting 
in loss of revenue to the State or the instructions* issued by the 
Board are in conflict with the amended provisions of section 7 of 
the Income Tax Act and have the effect of giving extra legal con- 
cession to a class of people, namely, Ministers and other dignitaries. 

13. The Board are competent to administer the law as they 
understand it or in the manner as they are advised. The Comp- 
troller and Auditor-General, therefore, does not seem competent to 
make such a down-right statement as has been made in para 15 
of the Audit Report. 


67. In terms of Section 7 of the Income-tax Act, 1922 as it stood 
prior to its amendment in 1955, perquisites of an employee charge- 
able for income-tax included the provision of rent-free accommo- 
dation bv the employer. The manner of determining the value of 
perquisites was not, however, actually defined in the Act, and In 
practice, was governed by the orders issued by the Government 
of India in 1928 and 1952 according to which, the value of the per- 
quisite of free accommodation was to be computed at 10 per cent. 
488 L.S— 9 



120 


or 12i per cent, of the salary of the employee according as the ac- 
commodation was unfurnished or furnished. The Finance Act of 
1955 amended section 7 of the Income-tax Act. This amendment 
defined clearly the term ‘perquisites’. It provided that the value of 
rent-free accommodation or the value of any concession 5n the 
matter of rent respective any accommodation provided to the 
assessee by his employer should be included in the assessment. 
This amendment was intended to cover not merely the actual 
rental value of the rent-free accommodation but also any conces- 
sional recovery of rent. It has been pointed out in the Audit Re- 
port that with the above amendment of Section 7 by the Finance 
Act, 1955, the old executive orders regarding computation of the 
value of rent-free accommodation ceased to be valid or applicable. 
Nevertheless, those orders are still being applied even in cases of 
Ministers and other high dignitaries of Government whose salaries 
and privileges are regulated by Act of Parliament and who are 
in terms thereof, provided with free furnished accommodation and 
water and electricity free of cost. 


68. Also there was another executive instruction in force prior 
to the amendment of 1955, to the effect that the perquisites for the 
purp>osc of assessment had to be received in the form of money or 
in a form capable of being converted into money by the recipients. 
Accordingly, passage, electricity, water, servants, etc., provided free 
by the employer were excluded for the purposes of assessment. 
By the amendment of 1955, ‘the value of any benefit or amenity 
granted or provided to the assessee by the employer free of cost 
or at concessional rate’ and also ‘any sum paid by the employer in 
respect of any obligation which, but for such payment, would have 
been payable by the assessee’ shall be included in the assessment 
for income-tax. In spite of the amendment of the law the value of 
free water, electricity, etc., provided to the Ministers and dignitaries 
are excluded from the computation of assessable income in accordance 
with the executive orders. The continued application of the old 
orders was resulting on the one hand in loss of revenue to the State 
and on the other, in giving extra legal benefit to a class of assessees. 


69. In his evidence before the Committee, the Chairman, Cen- 
tral Board of Revenue explained that the necessity for the amend- 
ment of 1955 arose on account of the legal opinion given in 1938 
that the specific mention of rent-free accommodation as a perquisite 
in the Act excluded taxation on other perquisites such as passage, 
etc., which were not convertible into money. The main object of 
the amendment of 1955 was to bring such concessions also 
within the scope of taxable income. It was further explained that 
as stated by the Finance Minister in the Lok Sabha when the Act 
was being amended, it was not the intention of Government to 
change the existing basis of evaluating the rent-free accommoda- 
tion provided the rent paid therefor by the employer was reason- 
able. According to Government, it was the value of rent-free ac- 
commodation to the employee which was reckoned for purposes of 
assessment and this was determined at a reasonable percentage of 
his emoluments. Where, however, the disparity between the rent 
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paid by the employer and the evaluation of the house as determined 
at the prescribed percentage of the salary of the employee was un- 
duly great, the excess was liable to tax. With reference to the ob- 
servation that by continuing the old executive orders, Government 
ivere giving extra legal benefits to a class of assessees, the Chair- 
man, Central Board of Revenue invited the attention of the Com- 
mittee to section 59(1) of the Income-tax Act which permitted 
the Central Board of Revenue to make rules prescribing the 
methods by which an estimate of income, profits and gains liable 
to tax may be made where such incomes, etc., could not be definitely 
ascertained or could be ascertained only with some amount of trouble 
and expense to the assessees. The executive instructions issued by 
the Government were in pursuance of these provisions of the Act 
and as such, no extra legal benefits were involved in their continu- 
ed application. i 

70. The Committee find it difficult to endorse the view taken by 
Government. In their opinion section 7 as it stands after amend- 
ment could not admit of the interpretation now sought to be placed 
thereon by Government whatever their intentions might have been 
at the time of amending the Act. They doubt whether the ex- 
pression ‘value of rent-free accommodation’ used in the Act could 
be stretched to mean the value of the accommodation to the employee 
and as such was relatable to the emoluments of the employee. 
In view of the difference of opinion that had arisen between 
the Comptroller and Auditor-General and the Government, 
the Committee feel that the opinion of the Attorney-General should 
have been sought in the matter as soon as it arose. 

71. In regard to the exclusion of the value of the cost of water 
and electricity provided free of charge to Ministers and other dig- 
nitaries for the purpose of income-tax, the Chairman, Central 
Board of Revenue stated that the Salaries and Allowances of Min- 
isters Act, 1952 provided that ‘no charge shall fall on the Minister 
personally in respect of the maintenance of such a residence’ which, 
as advised by the Law Ministry, included also a charge under the 
Income-tax Act. During the course of the examination, the Com- 
mittee learnt that it was the view of the Board that the charges 
for water and electricity in respect of the Ministers’ residences, 
which were payable by Government to separate authorities like 
the Municipality and State Electricity Authority, should be regard- 
ed as additional emoluments of the persons and be taxed as such: 
but the legal advice was otherwise. The Committee think that this 
is a fit case for reference to the Attorney-General for opinion. The 
Committee would also like to add that it would be a good practice 
in future to refer all similar cases, where the beneficiaries are 
members of the Government, to the Attorney-General for his 
opinion. 


Notes in the Ministry of Law 

On the question raised in the first sentence of paragraph 2 of 
Shri A. K. Roy’s note of 13th May 1953, the decision in Nicoll u. 
Austin, 19 T.C. 531, referred to by Shri Pyarelal appears to me to 
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be in point. That was a case under the English Income-tax Act, 
but the principle of the decision will, I think, apply to the Indian 
Act as well (See Kanga’s Law and Practice of Income-tax 1950 
Edn. P. 231). In that case by an agreement between the company 
and its Governing Director the company agreed to pay for such 
items as taxes, cost of gas, electric light, telephone, etc. in respect 
of the house occupied by the Governing Director. It was held that 
the amounts so paid by the company were profits of office of the 
Director and were assessable as such. • It would, therefore, follow 
that the amounts paid by Government in respect of local rates, 
taxes, electricity and water in regard to the free residence provided 
to Ministers under section 4 of the Salaries and Allowances of 
Ministers Act, 1952, will be either perquisites or profits of the 
Ministers and will be chargeable under section 7 of the Indian 
Income-tax Act, 1922. 

2. As regards the manner of assessment of these items, I agree 
with the view expressed in paragraph 3 of Shri A. K. Roy’s note 
jated the 13th May that the 12.^ per cent, should be considered to 
include local rates and taxes. I also agree with the suggestion in 
paragraph 5 of his note regarding taxation of the amounts paid in 
respect of electricity and water. 


Sd./- K. Y. BHANDARKAR. 

! 9-6-1953. 

Secretary, 


Minister 

I find it difficult to accept jully the opinion given above. So 
far as the Ministers’ right to occupy a furnished residence free of 
rent is concerned. I agree that this is a “perquisite” within the 
meaning of section 7(1) of the Indian Income-tax Act, and h(mce 
chargeable thereunder. The Explanation to section 7 (1) in tact 
leaves no doubt on the point. So far as payment of local rates and 
taxes and the provision of electricity and water are concerned,— 
these items all coming under “maintenance” in relation to the resi- 
dence (vide Explanation to section 4 of the Salaries and Allowances 
of Ministers Act, 1952) the matter appears to me to stand on a 
different footing. Payments on these accounts might be equally 
chargeable under section 7(1) of the Indian Income-tax Act, as 
being “profits”, if not as “perquisites”; but the question is whether 
or not they are exempted from such chargeability under section 4 
of the Salaries and Allowances of Ministers Act. The second part 
of this section expressly provides that “no charge shall fall on the 
Minister personally in respect of the maintenance of such resU 
dence”. I have not before me the case of NicoU y Austin, 19 T.C. 
531, to which reference has been made in the opinions, and do not 
know if the effect of any such statutory provision had to be con- 
sidered in that case. To my mind, this is a significant provision, 
which makes a difference, and its effect cannot ji^t be ignored. I 
see no reason, why the word “charge” used in section 4 of the Sala- 
ries and Allowances of Ministers Act should not be held to cover 
a charge under the Indian Income-tax Act. 
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I am accordingly of opinion that no income-tax can be charged 
in respect of any of the payments coming within the scope of 
“maintenance” in relation to a Minister's residence. If I am correct 
in this view, it follows that in fixing the standard rental value of 
such residence, the “maintenance” charges should all be excluded 
from computation. The total amount liable to tax-deduction in 
addition to salary should, therefore, not exceed 12^ per cent. 

Sdl- C. C. BISWAS. 

Calcutta, 19-6-1953. 


Extracts jrojn the Debate in the Lok Sahha dated 18th April, 1955 

(Vol III— No. 42) 

(Budget Speech of the Finance Minister) 

' 1 ? ^ :)c 

Now, I shall come to the changes proposed in some sections of 
the Act. Various perquisites — ^both in cash and in kind — ^which 
were not so far taxable are now being subject to taxes. There has 
been much criticism of this change. I must first explain to the 
house that the object of my proposing the change in law was not so 
much to increase the revenue as to stop abuses of the existing law. 
To give some examples, we have a case where club bills and school 
fees of children are paid by the companies and there are instances 
where a person on a salary of Rs. 500 per month gets an entertain- 
ment allowance of Rs. 2,300 per month. That is very entertain- 
ing. While these abuses must be stopped, we have thought it is not 
necessary that certain payments in cash or in kind which reason- 
ably go with an employment or vocation and have come to be re- 
garded as incidental to such employment or vocation should be eli- 
minated completely. Indeed it is not possible beyond a point to 
stop these things altogether merely by taxation for it is difficult to 
prevent the employer from increasing the emoluments of the em- 
ployee by the amount of the tax payable on these perquisites. 
After considering the matter and in order not to interfere with 
legitimate practices, I have come to the conclusion that the follow- 
ing relaxations in the present proposals are necessary. 

Firstly, free passages for home leave received by employees for 
themselves and for members of their families should not be sub- 
ject to tax, if within reasonable limits. It is our intention that 
suitable rules should be framed for the purpose. Obviously, these 
rules will apply only to those whose homes are not in this country 
and who come here. 

Shri K. K. Basu: Are we making specific provision to that 
effect? 

Shri C. D. Deshmukh: That is what I am saying now. We 
should take care, that these are only in respect of the existing con- 
tracts and in the case of those whese homes are not in this country, 
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in the same way as we have proposed some concessions in regard 
to technicians. j i 

The second point is this. So far as entertainment allowances are 
concerned, a deduction of 20 per cent of pay subject to a maxi- 
mum of Rs. 7,500 should be made for those persons who were regu- 
larly in receipt of such entertainment allowances in the past. No 
such deduction will be admissible to new recipients of such allow- 
ances. As a result of this relaxation it will not be necessary to make 
any immediate changes in the structure of emoluments and the 
concession will die out, we hope, gradually. 

In regard to the other perquisites, it is not my intention that a 
very meticulous appraisal or evaluation of this should be made. 
Such minor amenities as grant of reasonable medical facilities, pro- 
vision of servants required exclusively for maintaining the owners’ 
property, use of conveyance on business purposes, etc. will be 
ignored and suitable executive instructions will be issued in this 
regard. As regards provision of houses free of rent, the present 
practice of evaluating them at ten per cent of the occupiers’ income 
when unfurnished and 2*5 per cent when furnished will be conti- 
nued 

Shri R. K. Chaudhuri; Will that apply to Members of Parlia- 
ment also? 


Shri C. D, Deshmukh: I think they get very much larger con- 
cession. It will be continued subject to the accommodation pro- 
vided and the rent paid by the employer being reasonable. 


* 


* 


* 


* 
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APPENDIX XXII 


Note from the Ministry of Finance {Department of Revenue) pur- 
suant to action taken on para 73 of the Twenty-third Report 
regarding Income Tax Cases ! ■ 

In paragraph 73 of the Twenty-third Report of P.A.C. it has 
been observed that the rate of disposal between May 1956 to Nov- 
ember 1956 is not such as to fulfil the expectation of the Department 
that all the cases taken over under Section 34(1 A) would be com- 
pleted before the end of this year. There are certain special 
reasons for this slow disposal during this period and therefore the 
disposal between May and November 1956 cannot be taken as ^ 
index of the pace of disposals by the Department. The main 
reason for the slackness during this period was the stay orders 
obtained by many assessees in the various High Courts and Supreme 
Court of India through petitions challenging the power of Income- 
tax Department to transfer cases. As all the cases re-opened under 
Section 34(1 A) were with the Income-tax Officers to whom they 
were transferred under the impugned Section, investigation was 
inevitably delayed till the final judgment of the Supreme Court 
was announced. This judgment came in December 1956 and the 
power of transfer given to the Department was upheld by the 
Supreme Court as intra vires of the Constitution. Now that this 
hurdle has been removed, the pace of disposal has quickened. 

2. Secondly, in the cases in which stay orders have not been 
obtained, investigations had reached almost the final stage so that 
though these cases might not figure as disposals during this period, 
their completion in the subsequent months has served to push up 
the disposals after November 1956. This will be apparent from the 
figures given in the annexed statement showing the progress of 
cases up-to-date. It will be seen therefrom that the total number of 
cases completed (or about to be completed) comes to 102 after 
November 1956. There are other cases in which investigations are 
at a very advanced stage and the rate of progress shown for the past 
four months will be maintained, if not further accelerated, in future 
as well. In view of this, the Board does not feel that there will be 
much of difficulty in completing these cases before the expiry of this 
year. 

3. With regard to the observations of the P A.C. that the Depart- 
ment is continuing the full complement of staff as was engaged in 
the Investigation Commission, it may be pointed out that whereas 
the Commission had 27 Authorised Officials whose work was only 
confined to investigation of the cases entrusted to them for a specific 
period, the Department employs now 25 Income-tax Officers who are 
not only expected to pursue the investigations as vigorously as the 
Authorised Officials did but who are also saddled with the duties of 
completing the assessments of years which fall beyond the period of 
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investigation, attend to collection of tax and discharge other duties 
imposed upon them by the Statute. In spite of these difficulties the 
Income-tax Officers are concentrating on the investigations entrust- 
ed to them with a view to disposing of the assessments within the 
period specified by the Department. 

4. In regard to realisation of demands raised by the Commission 
on settlement basi.s. all coercive recovery proceedings had been kept 
in abeyance pending a decision on the question whether the settle- 
ments arrived at by the Income-tax Investigation Commission, could 
be regarded as binding in spite of the fact that Sections 5 (1) and 5 (4) 
of the Commission Act had been declared invalid. The Attorney 
General has recently given his opinion that these settlements could 
be considered as valid and binding contracts and are thus enforce- 
able. In view of this opinion, recovery proceedings are being initiat- 
ed for the realisation of outstanding demands. Therefore no difficul- 
ties are anticipated in this regard also, as matters stand at present. 
The realisation of the Commission demands as at the end of Febru- 
ary 1957 stands at Rs. 13‘10 crores. 

■New Delhi, A. K. ROY, 

Sth May, 1957. Sccreiary. 



ANNEXL'RE 


I. 

Total number of cases taken over from l.T.I.C. 


901 

2. 

Number of cases in which action u/s 34(iA) of tlic I.!’. Ac! 
taken 

has been 

696 

3 . 

Numb jr of ca^es found infruciiious .... 


205 

4 * 

Number of cases in winch settlement application received 


243 

5 . 

(a) Number of cases in 'vhich sen lenient applicaiicue ! 
disposed of ...... . 

t:a\e bcLr 

196 


(b) Nil nbjr of ci,e.^ disposed ot on non-setilement basis 


95 

6. 

(vaj ConeealmerU involved in ca^cs shown against 5(a) . 

Rs. 

11 -So croics 


(b) Concealment involved in cases shown against 5(b) . 

Rs. 

1*21 

7 . 

Demand raised upto 31-3-57 ..... 

Rs. 

6-70 3, 

8 . 

Collection upto 31-3-57 ...... 

Rs. 

3 - 88 * „ 


♦Out of this Rs. 2-5 crorcs has already been paid as a result of the demand rallied by 
the Commission. 
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APPENDIX XXni 

No. F. 10(33)-B/57 


New Delhi, the 13th March, 1958 

Memorandum from the Ministry of Finance (Department of Economic 
Affairs) pursuant to action taken on para. 94 of the Twenty-third 
Report regarding Relief and Rehabilitation of Displaced Persons — 
Write off of loans advanced on the authority of Appropriation 
Acts. 

In para. 94 of their Twenty-third Report, the P.A.C. observed that 
write off of loans advanced on the authority of the Appropriation Act 
should be made with the approval of Parliament end desired the 
Ministry of Finance to examine how such approvals ought to be 
obtained. 

2. At present, provision for such write off of loans is made in the 
Demands for Grants presented to the Parliament, and epart from 
Parliamentary control over the total amount that may be written off 
against the provision, Parliamentary approval is not sought to the 
writing off of individual items of irrecoverable loan. Government 
agree in principle that Parliamentary approval should be taken in all 
cases where substantial sums of irrecoverable loans are proposed to 
be written off. They would, therefore, suggest for the consideration 
of the Committee the establishment of a convention on the following 
lines: 

Budget provision will continue to be made in the Demands for 
Grants, as at present, in respect of writes-off of all loans, but all 
preposals involving individual writes-off of Rs. 1 lakh or more for 
which provision is proposed in the Budget estimates will be explained 
in the Budget documents, i.e., in the Explanatory Memorandum on 
the Budget. If, in the course of the year, new cases involving 
writes-off of loans of Rs. 1 lakh or over occur, such cases will be 
treated as expenditure on a “New Service” and a Supplementary 
Grant will be obtained for the full amount or for a token sum if the 
additional expenditure could be met from within the amount already 
voted by Parliament under the particular head. 

3. This note has been seen and accepted by the Comptroller and 
Auditor-General. 


H. S. NEGI, 
Joint Secy 
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APPENDIX XXIV 

Note from the Ministry of Finance (Rehabilitation Finance Admi- 
nistration) pursuant to action taken on para. 99 of the Fifteenth 
Report regarding High Establishment Charges 

The Administration have already effected substantial reduction in 
their staff strength commensurate with the decrease in the volixme 
ol‘ work, as would be evident from the following comparative slute- 
mcnt showing the staff position during the last 3 years: — 


Year 

A 

Clads 

Officers 

B 

Clais 

Officers 

C 

Class 

Officers 

D 

Class 

Officers 

Total 

Average 

1 . tm L c^ 
ol co‘ 1 e 
monih 







Rs. 

1953 

^3 

157 

331 

157 

668 

1,44,000 

1954 

21 

141 

323 

132 

617 

1,26,000 

1955 

(December) 

9 

99 

251 

91 

450 

1,08,500 


2. Recently the Administration took the following steps to reduce 
tile establishment costs further: — 

(1) The pay of the Chief Administrator has been reduced from 

Rs. 3,000 to Rs. 2,250 p.m. 

(2) The pay of the Deputy Chief Administrator has been 

reduced from Rs. 1,800 to Rs. 1,500 p.m. 

(3) Two posts of Assistant Chief Administrators carrying the 

pey scale of Rs. 800 — 50 — 1,150 have been abolished on 
the 20th November, 1955 and the 9th November, 1955. 
The post of Secretary carrying the pay scale of Rs. 650— 
50 — 850 which was kept in abeyance since 9-5-1953 v/as 
revived on 9-11-1955. 

(4) The special pay of Rs. 150 p.m. attached to the posts of 

Inspectors in charge of all sub-branches has been 
ebolished. 

(5) The Karnal sub-branch has been closed and merged with 

Delhi Office; and 

(6) The status of Lucknow and Jaipur sub-branches has been 

reduced and these have now been placed under the 
charge of an Assistant Superintendent of Advances. 

3. This note has been vetted by audit. 

M. R. BHIDE, 

Joint Secy. 
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APPENDIX XXIV-A 

New Delhi, dated the 27th March, 1958 

Note jrom the Ministry of Finance (Department of Economic Afjairs) 
giving the number of loanees in each category and amount of 
loans advanced to each category under pages 4 and 5 of the Eighth 
Annual Report of the Rehabilitation Fina7ice Administration 

li has been stated at page 4 of the Report ‘The loanees from East 
Pakistan can be classified in four broad categories’. What is the 
number of loanees in each category and amount of loans advanced 
to each category? How much of the interest and principal is overdue 
from the displaced persons from East Pakistan and how much from 
the displaced persons from West Pakistan? 

The information asked for by the Public Accounts Committee is 
furnished below. This has been worked out by the Rehabilitation 
Finance Administration from the details available with them and 
indicates the position es on 31-12-1956. The classification of Joans 
advanced to Eastern Pakistan displaced persons in four broad cate- 
gories as mentioned in the Administration’s Eighth Annual Report is 
not very precise as it was based on a general impression of the then 
Chairman and Chief Administrator regarding the position oi East 
Pakistan loans and no data was prepared to arrive at any figures to 
support his conclusions. This fact should, therefore, be boine in 
mind in drawing conclusions from these figures. 


No. of 
borrowers 


Amoiini ol 
pnocipai 
advance \ in 
lakhs of Ks. 


Anion n! 
iiivoi\cd in 
lak’cs ('f Ks. 

l,OUl ,\ojdiU!> 

of in' ere 
principal 
on ? 


(a) Untraccablc borrowers wlio have ciUici fled 


away lo Pakistan or have gone undercrniund 

142 

9 ■ 76 

1 1 '70 

(b) Inexperienced loanees believed to have 
diverted major part of their loans towards 
personal expenses ..... 

762 

56*34 

65-17 

(c) Bonafide businessmen or industrialists witli 
previous experience — 

(i) who have failed due to severe com- 
petition in the market 
(«) who h''ave not yet failed, but a.c strug- 
gling 

1 

1 ^ 4*53 

f 37-38 

1 162 -23 

(d) Loanees who have made good use of the 
loan and have succeeded .... 

924 


82 92 
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2. As regards the figures of interest and principal overdue from 
displaced persons from Bast and West Pakistan, the information is as 
under: — ) 

Overdue Loans as on 31-12-1955 

lvi-,t West 

Principal R>. 118-63 lakhs Rs. 237-85 lakhs 

Interest ..... 30-60 64-39 ,, 


3. This note has been vetted by Audit. 
The 21th March, 1958. 


S. VOHRA, 
Joint Secy. 



APPENDIX XXV 


Note from the Ministry of Finance (Rehabilitation Finance Adminis- 
tration) pursuant to action taken on para. 94 of the Fifteenth 
Report regarding delay in issuing loans 

Loan applications are, no doubt, examined carefully in the Reha- 
bilitation Finance Administration to see whether they fulfil the pres- 
cribed conditions for the grant of loans. The question whether the 
condition regarding the production of acceptable guarantors by the 
applicants at the time of making loan applications should be enfcfrced 
has been considered by the Administration more than once in the past. 
It has been reiterated by the Administration that the question of 
settlement of guarantors should be considered after the sanction of 
the loan and not before it. The reasons in support of the Adminis- 
tration’s views are as under; — 

(i) As loans are sanctioned only to about 24 persons out of 

every 100 applicants (23' 4 per cent, to be exact), to 
settle the question of guarantor beforehand would 
involve infructuous work in respect of 76’ 6 per cent, of 
the cases. 

(ii) It is in the interest of the applicants that the question of 

guarantors is settled after the loan is sanctioned. In a 
great majority of the oases, the applicants generally apply 
for a veiy large loan. The size of the loans sanctioned 
by the Administration is, however, very much lower 
than what the applicants applied for. A person who will 
be competent to guarantee a loan of, say, Rs. 8,000 may 
not be so if the loan is for Rs. 25,000. After an applicant 
knows exactly the amount of the loan sanctioned to him, 
it is easier for him to produce a guarantor acceptable to 
the Administration. 

(iii) It is a common knowledge that the loane^es have to incur a 

certain amount of expenditure in securing a guarantor. 
If, therefore, the principle of settling the guarantor before 
sanction is introduced, an applicant runs the risk of 
incurring unnecessary expenditure if ultimately his 
application is rejected. 

(iv) An applicant may produce the consent of a very good 

guarantor having plenty of assets in order to influence 
the decision of the Administration by offering a good 
security. As, however, previous consent of a person is 
not legally enforceable, the Administration may have to 
incur extra expenditure in investigating into the merits 
of a substitute guarantor offered by an applicant if and 
when the original consantee refuses to stand as security 
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It will thus be seen that it would not be fair to require all 
the applicants to produce acceptable guarantors at the time of making 
4*^11 ^I^l^Htions. It is, therefore, submitted for the consideration 
ol the Public Accounts Committee that the rule that no loan should 
be sanctioned unless an applicant has produced an acceptable 
guai an^r need not be enforc^ as it may not lead to any expedition 
in the disposal of loan applications, and the trouble and expense to 
which the applicants will be subjected to in this connection will not 
be commensurate with the results achieved. 

3. This note has been vetted by Audit. 

Sd./- M. R. BHIDE, 

Joint Secy 

A note has already been submitted to the Public Accounts Com- 
mittee with regard to recommendation contained in sub-para 1 above. 

2. In so fer as sub-para. 2 of the above recommendation is con- 
cerned, it may be stated that the Rehabilitation Finance Administra- 
tion in consultation with the Advisory Board have from time to time 
considered the question of simplification of the procedure for pro- 
cessing of loan applications and have effected certain changes in this 
legard. The Administration appointed a sub-committee in January 
1955 to examine the procedure of dealing with loan applications. 
Copy of the report of the sub-committee is enclosed herewith. The 
Rehabilitation Finance Administration have considered the report of 
the sub-committee and have approved it. A copy of this report v;as 
iorv/arded by us to the Comptroller and Auditor General on the 31st 
January, 1956 requesting him for comments, if any, at an early date. 
11 was intended that discussions as required by the Public Accounts 
("om^nittee would be held on receipt of the comments of the Comptrol- 
ler ond Auditor General at which besides the Comptroller and Auditor 
General the Chief Administrator, Rehabilitation Finance Administra- 
tion was also to be invited. Inspite of several renriinders, the 
Comptroller and Auditor General has not furnished us his comments 
as yet. 

3. In the meantime, however, consequent on the recommendation 
contained in paragraph 100 of the Public Accounts Committtee’s 15th 
report, it has been decided to set up a departmental committee con- 
sisting of a Joint Secretary, of the Ministry of Finance (Shri M. R. 
Bhide, I.C.S.) and a representative of the Comptroller and Auditor 
General (Shri P. C. Padhi) whose terms of reference are broadly to 
review the working of the Rehobilitation Finance Administration with 
a view to making recommendations to effect improvements in it with 
particular reference to prompt disposal of loan applications and sim- 
plifications of procedure for scrutiny of applications and disbursement 
of loans. Further action on the recommendation contained in sub- 
para 2 above will consequently be taken on receipt of the Commit- 
tee’s report and the Public Accounts Committee apprised of the sim- 
plification effected in the procedure for disposal of loan applications 
in due course. 

Sd./- M. R. BHIDE, 
Joint 



APPENDIX XXVI 


Note from the Ministry of Finance (Industrial Finance Corporation) 
pursuant to action taken on para. 102 of the Fifteenth Reporf 
regarding provision for bad and doubtful debts 

With this Ministry’s Office Memorandum No. F.2(83) /PIII/55, 
dated the 16th April, 1956 a statement was submitted to the Public 
Accounts Committee showing action taken or proposed to be taken 
on the recommendations of the Public Accounts Committee made in 
the 15th report. Item 1 of the statement dealt with the recommenda- 
tion contained in para. 102 of the report. The Public Accounts 
Committee was informed by us as under; — 

“The recommendation is accepted in principle and the tormula 
will be devised in consultation with the Comptroller and 
Auditor General.’’ : 

2. The Comptroller and Auditor General was requested to com- 
municate to us his views on the formula proposed by us for determin- 
ing the quantum of the provision to be made for ‘bad and doubtful 
debts’ on the basis of assessment after reviewing each individual case 
of loan, together with the auditors of the Corporation, in the light of 
the position of repayment of each individual loan. It was intended 
that on receipt of the views of the Comptroller and Auditor General 
we would arrange for a discussion with the Comptroller and Auditor 
General and the Industrial Finance Corporation. We have since 
received the Comptroller and Auditor General’s reply which is repro- 
duced below for the information of the Public Accounts Committee: — 

“The position in regard to the provision for bad and doubtful 
debts is likely to vary from year to year depending on 
the worth of the security mortgaged and the financial 
position of the debtors and guarantors. It is not pos- 
sible, therefore, to prescribe a formula in respect of such 
provision. The provision has, however, to be made after 
assessing and reviewing each individual case of loan in 
the light of the existing position of repayment of each 
individual debtor.” 

In view of the above reply of the Comptroller and Auditor General, 
it is not possible to prescribe a formula in regard to the provisions for 
‘bod and doubtful debts’ and we do not propose to pursue this 
question any further. 


M. R. BHIDE, 
Joint Secy. 
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APPENDIX XXVII 

Note from the Ministry of Finance (Industrial Finance Corporation) 
pursuant to action taken on para, 107 of the Fifteenth Report 
regarding percentage of establishment charges of the I,F,C, 

A comparative statement showing the proportion thet ‘the estab- 
lishment charges’ bear to ‘the total expenses’ in the Industrial Finance 
Corporation and other similar institutions both in our country and 
outside, based on the information available is enclosed. It will be 
observed chnt the proportion in the case of Industrial Finance Cor- 
poration compares well with that of other similar institutions except 
those in U.S.A. and Ceylon. We have not got sufficiently intimate 
knowledge of the working of these institutions and their rules and 
practices to be able to attempt an explanation for the difference, but 
in the case of institutions in the U.S.A., the proportion is perhaps 
relotively smaller on account of the magnitude of the lending opera- 
tions. and in the case of the Ceylon Corporation, the establishment 
charges are low, probably for the reason that the area covered by the 
Corporation is relatively small and, therefore, requires little supervi- 
sion. It will thus be observed that the percentage of establishment 
charges of the Corporation as compared to its working expenses are 
not on the high side and compare favourably with the working of 
similar institutions in many other countries. 

D. L. MAZUMDAR, 

} Secretary. 


Serial 





Percentage 

of 

No. 

Name of the Institution 

Year 

ended 

Establishment 

Expenditure 

Total 
E.xpend i- 
ture 

Establish- 
ment 
Expendi- 
ture to 
Total 
Expendi- 
ture 

I 

2 

3 

4 

5 

6 


1. Federal National Mortgage 

Association U.S.A. . . 30-6-1953 $.3,671,400 $ 59^055,066 6*22 

(A wholly owned Government 
Corporation engaged in 
purchasing, holding and 
reselling mortgages) 

2. Export-Import Bank of 

Washington . . . 31-12-53 $1,079,000 $.26,336,000 4-10 

(An independent Agency 
engaged in financing and 
facilitating exports and 
imports and exchange of 
commodities and services 
in foreign trade) 


488 L.S— 10 
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2 3 

4 

5 

6 

Induitrial & Conm^rcial 

Finaaci? Corporation Ltd., 

U. K 

£173,200 

C Sf>9,333 

19-92 

Pakistan Industrial Finance 

Corporation . . . 3 ^- 6 - los^ i 

I’.Rs. 156,56*" 

P.Rs. 37 '’. 4^<9 

41-48 

The Agricultural & Indu>trial 

Credit Corporation of 

C:jylon .... 3 ^- 9-1 954 

C.R^. 127,510 

C.R^. I,i 75 ,ii >4 

10-85 

Industrial Credit & Invest- 
ment Corporation of India 

Ltd 31-12-1955 

LR,. 360,009 

I.Rs, 564,965 

63-72 

Industrial Finance Corpora- 30-6-1954 
tion of India . . . 30-6-1955 

Rs. 511.351 
Rs. 5^7,773 

Rs. 3 -^ 55 r 45 
Rs. 3,601,^94 

i5'7i 

16*32 



APPENDIX XXVin 

Agreeneiit entered into by the Industrial Finance Corporation with 
the /isahi Glass Company Limited for the purchase of the assets 
of the Sodcpur Glass Works as furnished by the Ministry of 
Finance (Industrial Finance Corporation) 

AN AGREEMENT made this 6th day of Julv One thousand nine 
hundred and fifty-six BETWEEN THE INDUSTRIAL FINANCE 
CORPORATION OF INDIA, a Corporation incorporated under the 
Industrial Finance Corporation Act 1948 and having its Head Office 
at U.S. Hospital Building, Keeling Road, in New Delhi hereinafter 
called the “CORPORATION” of the One Part and ASAHI GLASS 
COMPANY LIMITED a joint stock company incorporated ir. Japan 
and having its registered office ‘at 1, 4-Chome, Ginza, Chuo-Ku in the 
cii^/ of Tokyo in .Japan as trustees and on behalf of the Indian 
Company mentioned below: — 

WHEREAS— 

A. The Sodepore Glass Works Limited, a Joint Stock Company 
having its registered Office at Calcutta, mortgaged to the Corporation 
inter alia ALL AND SINGULAR lands, hereditaments, factory build- 
ing. plant, machinery, tools, instruments, equipments, utensils, imple- 
ments, accessories and other properties and assets situated “at Sodepore 
and at Bhurkunda in :';tales of West Bengal and Bihar respectively 
in favour of the Corporation by several Mortgage Deeds bearing 
date the 13tb September, 1940 ’’'^gistered at Calcutta in Book No. 1, 
Volume No. 90, pages 88 to 144 being No. 3031 for the year 1949, the 
Mortgage Deed, dated the 18lh December, 1951 registered at Calcutta 
in Book No. 1, Volume No. 105. pages 151 to 219 being No. 4352 for 
the ycor 1951, Mortgage Deed, dated the 12th June, 1952 registered 
at Calcutta in Book No. 1, Volume No. 77, pages 16 to 97 being 
No. 1908 for the year 1952. Deed of Additional Security, dated the 
29th August, 1952 registered n* Calcutta in Book No. IV, Volume No. 
34, pages 267 to 275 being No. 7,776 for the year 1952. Mortgage Deed, 
dated the 10th Februaiw. 1953, I'egistered a1 Calcutta in Book No. 1, 
Volume No. 34, pages 63 to 128 being No. 488 for the year 195.3. 

B. The Sodepore Glass W’orks Ltd., inter alia made default in 
payment of the principal sum and interest to the Corporation in 
accordance with the terms of the nbove said Mortgage Deeds and in 
the exercise of the powers vested in the vendor by virtue of the terms 
of the Mortgage Deeds, the Transfer of Property Act and the Indus- 
trial Finance Corporation Act 1948, the Corporation took over manage- 
ment of the said Company with effect from the 19th March, 1953. 

C. The Corporation has spent large sums of money as costs, charges 
and expenses as incidental to the said management of Messrs. 
Sodepore Glass Works Ltd., in respect thereof also it has a charge on 
all the said mortgaged properties comprised in the said several 
Indentures of Mortgage hereinbefore mentioned. 
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D. By virtue of the aforesaid Mortgage Deeds, the Transfer of 
Property Act and the Industrial Finance Corporation Act 1948, the 
Corporation has power to dispose of the said mortgaged property. 

E. A. Company to be called Company Limited (hereinafter called 
the Indian Company) is about to be formed or promoted by the Asahi 
Glass Co. Limited under the Indian Companies Act, 1913 having for 
its objects among other things, the acquisition and working of the 
business of manufacturing all varieties of glass and glassware. 

F. The Capital of the Indfcin Company will be Rs. 65,00,000 
(Rupees Sixtyfive lakhs only) divided into 6,50,000 shares of Rs. 10 
(Rupees Ten only) each. 

G. It has been agreed that the Corporation shall advance to the 
Indian Company the sum of Rs. 62,00,000 (Rupees Sixtytwo lakhs 
only) with a view to enabling the Indian Company to purchase the 
assets of Sodepore Glass Works Ltd. as hereinafter provided as also 
a further sum of Rs. 7,00,000 (Rupees Seven lakhs only) with a view 
to enabling the Indian Company to put the plant and machinery 
hereinafter referred to in order and to commence its business at an 
early date and that such advances shall be secured in manner 
hereinafter appearing. 

H. In the Articles of Association of the Indian Company, it will 
be provided that the Company shall immediately after the incorpora- 
tion thereof adopt the agreement, being these presents in so far as 
the provisions hereof may be applicable to the Indian Company. 

I. The Asahi Glass Co. Ltd. has on or about 16th August, 1955 
deposited with the Oalcutta Office of the Corporation a sum of 
Rs. 2,00,000 (Rupees Two lakhs only) as security and on the terms 
and conditions hereinafter stated. 

NOW IT IS HEREBY AGREED AND DECLARED by and between 
the parties to these presents as follows: — 

1. The said sum of Rs. 2,00,000 (Rupees Two lakhs only ( deposited 

as aforesaid by the Asahi Glass Co. Ltd. (hereinafter called the 
Company) shall remain as security for the due fulfilment of the 
obligations of the Company under this Agreement. This sum will 
be refunded after the purchase deed and mortgage hereinafter men- 
tioned have been completed and the Bank guarantee hereinafter pro- 
vided for the repayment of the loan to be advanced by the Corpora- 
tion to the Indian Company has been given and the Company has 
taken all necessary action, which they are in the opinion of the Cor- 
poration required to take, to make the a^eement effective. The 
deposit will also be liable to be refunded, if permission of the Gov- 
ernment of India or of Government of Japan to float the Indian 
Company is refused. I 

2. The Asahi Glass Co. Ltd. will before the 16th May, 1956 float 
a public limited company in India to be called herein called the 
“Indian Company” which will purchase from the Corporation aa 
Mortgagees the following assets: — 

(i) Glass Factory of the Sodepore Glass Works Ltd,, at Sode- 
pore consisting of about 51 Bighas of land, the factory 
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and other buildings and structures and the plant and 
machinery etc., of the said glass factory. 

(ii) Sheet glass factory of the Sodepore Glass Works Ltd., at 

Bhurkunda (Eastern Railway) near Ramgarh in Bihar 
consisting inter alia of land measuring about 46 acres^ 
factory and other buildings and structures and plant and 
machinery and furnnce for the manufacture of sheet 
glass together with all equipments and accessories and 
all easements, pipelines and dam. 

(iii) Plant and machinery for the manufacture of bottle glass 

lying at the Bhurkunda Factory of the Sodepore Glass 
Works Ltd. 

(iv) Plant and Machinery for the manufacture of figure glass 

lying at the Bhurkunda Factory of the Sodepore Glass 
Works Ltd. 

“pjjant and Machinery” mentioned above comprises of engines, 
machinery, plant, electric and other installation, implements, equip- 
ments, tools, utensils, fittings, fixtures, motor cars, trucks, calculating 
machines, weighing machines, furniture, building materials, stores, 
machinery spares and machinery stores accessories, raw materials, 
articles and other effects. 

3. The Asahi Glass Co. Ltd., Tokyo have caused to be investigated 
the title of the Sodepore Glass Works Ltd., to the assets to be sold 
to the Indian Company and are satisfied therewith and the Indian 
Company will accept the title as it is and will not raise any objection 
thereto. The said Asahi Glass Co. Ltd., have also satisfied them- 
selves as to the right of the Corporation to sell the assets as mort- 
gagees and under the Industrial Finance Corporation Act. They have 
also inspected the plant and machinery agreed to be sold and the 
Indian Company will purchase them in such condition as in which 
they may be at the time oi purchase and notwithstanding any error 
or mis-statement of description, broken or missing parts or structures. 
An inventory of the plant (Sodepore as at the end of November 
1954 and Bhurkunda as on 31-8-1954) is hereto annexed and marked 
“A” which represents approximately the plant and machinery 
which are agreed to be sold as hereinbefore stated. The property 
at Sodepore, 24 Parganus, West Bengal, is to be sold to the “Indian 
Company” subject to an existing tenancy in favour of Messrs. 
Krishna Chemical Works Ltd. in respect of a small portion thereof 
measuring 378 sq. ft. The Indian Company will bear and pay the 
stamp, registration fees and other expenses and other solicitors’ 
charges of and incidental to the purchase. 

4. The Corporation will grant a loan to the Indian Company of 
an amount equal to the purchase price of the assets of the Sodepore 
Glass Works Limited to be sold by them, on the Indian Company 
executing a mortgage in the Standard for the Corporation e copy of 
which has been appended hereto as Annexure “B” in favour of the 
Corporation of the said assets. 

The loan will bear interest of 3i per cent, per annum and will 
be repaid by the Indian Company by yearly instalments hereinafter 
mentioned, the first of such instalments to be paid on the expiry of 
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tw(j j^ears from the date of the loan and the subsequent instalments 
to be paid every succeeding year in the manner herein described, 
namely: — 


Date of repayment Amount of instalment 

Rs. 

C^n the e>fpify of 2 years from the liate of the loan Rs, 2,20,000 - (Rupees two lakhs twenty 


Do. 

3 

Du. 

thousand only) 

Rs. 2,20,000/- vRupcjs *^wo lakhs twenty 

Do. 

4 

Do. 

thousand only) 

Rs. 2,20,000 - (Rup.ei two lakhs twenty 

Do. 

5 

Du, 

thousand o«'ly) 

Rs. 2,20,000;- (Rupees two lakhs tvscniy 

Do. 

6 

Do. 

thousand only) 

Rs. 4,80,000/- (Rupees four iakhs eighty 

Do. 

7 

Do. 

thousand only) 

Rs. 4,80,000'- (Rupees four lakhs eighty 

Du. 

8 

Do. 

thousand only) 

Rs. 4,80,000 - (Rupees four lakhs eighty 

Do, 

9 

Do. 

thousand only) 

Rs. 4,80,000/- (Rupees four lakhs eighty 

Do. 

10 

Do. 

thousand only) 

4,80,000/- (Rupees four laklis eighty 

Do. 

II 

Do. 

thousand only) 

Rs. 4,80,000,- (Rupees four lakhs eighty 

Do. 

12 

Do. 

thotisand only.) 

Rs. 4,80,000;- (Rupees four laklis eighty 

Do. 

13 

Do. 

thousand only) 

Rs. 4,80 j 000/- (Rupees four lakhs eighty 

Do. 

14 

Do. 

thousand 'oly) 

Rs. 4,80,000;- (Rupees four lakhs eighty 

Do. 

15 

Do. 

thousand only) 

Rs. 4,80,000.- (Rupees four lakhs eighty 

Do. 

16 

Do. 

thousand only) 

Rs. 3,Xo,ooo/- (Rupees three lakhs eighty 

Do. 

I? 

Du. 

thousand oniy) 

Rs. 1,40,000/- (Rupees one lakh foity 




thousand only) 

Rs. 62,00,000/- (Rupees Sixty t\*^u laklu unlv) 


The interest will commence from the date of execution oi the 
mortgage by the Indian Company and will be payable half-yearly 
on the 28th June and the 28th December of each year the first 0 / 
such payments to be made on the 28th June or the 28th Decembei 
immediately following the date of execution of the Mortgage Deed. 
The stamp and registration fees and all expenses of the Mortgage 
including the costs and solicitors’ charges of the Corporation in res- 
pect of the mortgage shall be paid by the Indian Company. 

5. After the completion of the repayment of the loan, the Indian 
Company will be reconstructed so as to provide for 51 per cent, of 
its share capital being contributed in India. 

b. j‘ or the due repayment of the loan, the assets of the Sodepore 
Glass Works Limited agreed to be taken over by the Indian Company 
will \jo mortgaged in favour of the Corporation simulteneousiy with 
the execution of the purchase deed in favour of the Indian Company 
by the Corporation. The Indian Company will further furnish a 
Bank Guarantee acceptable to the Corporation full covered against 
advances made by it in the event of non-compliance of the terms 
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ot the Mortgage Deed executed by the Indian Company. In the 
eveni of the Corporation effecting a forced sale of the ^assets mort- 
gaged to it by the Indian Company and if the proceeds of such a 
forced sale exceed the amount due to the Corporation, the Bank 
Guarantee furnished by the Indian Comp^any shall further be entitled 
according to law to any excess amount left over out of the sale 
proceeds after satisfying the dues of the Corporation. 

7. The Corporation will further advance to the Indian Company 
by way of a loan, a sum of Rs. 7 lakhs bearing interest at 6 per cent, 
per annum to enable the Indian Company to put the plant and 
macliinery in order and to commence business at the earliest possible 
date. As security for this loan, the Indian Company will mortgage 
in favour of the Corporation the assets mentioned in clause 2 hereof 
and will furnish a Bank Guarantee acceptable to the Corporation 
covering 100 per cent, of the loan advanced. The Indian Company 
will execute q Mortgage in favour of the Corporation of the said 
us.seLS in the standard lorm of Mortgage of the Corporation append- 
ed liereto as Annexure “B” for securing repayment of the said loan 
for Rs. 7,00,000 (Rupees Seven lakhs only) and such mortgage shall 
rank pari passu with the mortgage for securing repayment of the 
loa]i lor Rs. 62,00,000 (Rupees Sixtytwo lakhs only). The loan for 
Rs. 7,00,000 (Rupees Seven lakhs only) will be repayable on terms 
and conditions and in the manner to be mutually settled between 
the parties hereto. 

8. The transfer of the assets to be sold under this agreement 
sluill take place within two months of the formation of the Indian 
Co.mpany and delivery of possession shall be made immediately on 
the completion of the necessary instruments of transfer. Until such 
delivery is made, the Corporation will remain responsible to main- 
tain intact all the properties and assets to be sold in reasonable 
state of repairs. All the expenses incurred during a period of three 
months from date of the deposit of the sum of Rs. 2,00,000 (Rupees 
Two lakhs only) mentioned in clause 1 above will be borne by the 
Corporation and thereafter such expenses shall be borne by the 
Indian Company. The Corporation will remain responsible for 
the principal items of the assets sold and the Asahi Glass Company 
Idmited will make their own arrangements to see that the assets 
agreed to be sold remain intact until the delivery of the possession 
IS given by the Corporation. 

9. The purchase price of the assets sold has been fixed at 
Rs. 62,00,000 (Rupees Sixtytwo lakhs only) which has been agreed 
upon between the Corporation and the Asahi Glass Company Ltd. 

10. The purchase of the properties shall be free from all encum- 
brances. The Indian Company will not be liable and will be free 
from all responsibilities and liabilities in the matter of any existing 
or future disputes between the Corporation and the former manage- 
ment or any other parties. 

11. The Corporation undertakes to render all assistance to the 
Indian Company in securing approval from the Government of India 
in respect of the following facilities for the Company: — 

(a) Permission to recruit and bring from Japan technicians 
and other required personnel for starting and running 
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the concern and facilities for Japanese technicians and 
their families to come and stay in India. 

(b) Permission under the Indian Law to run the Factory, 

(c) Permission for the import of any Japanese machinery that 

may be necessary for the purposes of the business. 

(d) Securing the permission of the Controller of Capital Issues 

for floating the Indian Company and expediting the 
formation of the Company. 

(e) Permission and facilities for remittence of dividends and 

return of capital brought from Japan. 

12. The Company undertakes to do all that lies in their power 
to: — 

(a) secure the appi’oval of the Government of Japan for float- 

ing the Indian Comptany. , 

(b) secure permission from the Government of Japan to do all 

acts and things necessary for starting the factory includ- 
ing bringing of capital from Japan. 

(c) use utmost expedition in starting and running the factory 

in India. 

13. All terms «nd conditions accepted by Asahi Glass Co. Ltd., 
herein will develop on and be binding on the Indian Company when 
it comes into being. 

14. Should any dispute arise between the Company or the Indian 
Company and any other parties concerning the assets of the Sodepore 
Glass Works Ltd., to be taken over by the Indian Company or the 
conduct of the business of the Indian Company, with any third party 
or parties, the Corporation shall use its good offices to ensure 
amicable settlement. 


15. Notwithstanding anything to the contrary elsewhere in these 
presents contained the Corporation shall refund to the said Asahi 
Glass Co. Ltd., the said security deposit if — 

(i) The Indian Company is not incorporated as a result of 

Refusal on the part of the Government of India or the 
Government of Japan to sanction the incorporation of 
the Indian Company. 

(ii) The assets of Sodepore Glass Works Ltd., are destroyed 

or rendered unfit for use as a result of fire, tempest, 
flood, earthquake, mob violence, Act of Government or 
(any other irresistible force before the sale is completed. 

Subject as aforesaid, the Corporation shall be entitled to forfeit 
the said security deposit in the event of Asahi Glass Co. Ltd. or the 
Indian Company committing any breach of the provisions of this 
Agreement and on the part of either of them to be observed and 
performed. ' 



143 

16. The terms of this agreement may be varied with the consent 
of both the parties. 

IN WITNESS WHEREOF the Common Seal of the Industrial 
Finance Corporation of India has hereunto been affixed and these 
presents have been signed and executed by the Asahi Glass Company 
Ltd., the day, month and the year first above written. 

The Common Seal of the above mentioned 
Industrial Finance Corporation of India was pur- Common seal of 
suant to a resolution of the Board of Directors of the Corporation, 
the Corporation passed in that behalf on the 26th 
June, 1956 hereunto affixed in the presence of Sd./- M. R. Bhide. 
M. R. Bhide, a Director of the Corporation. 

Signed by M. R. Bhide, a Director of the Cor- 
poration in the presence of — 

(1) Witness H.V. 

(2) Witness. 

Signed and delivered by the said Asahi Glass 
Company Ltd. through Motocharu Kurata, the 
Managing Director of the Company pursuant to 
the resolutit)n of the Board of Directors of the 
Company, dated the Second day of April, 1956. 
In the presence of — 

(1) Witness. (Sd./-) Director, Adminis- 

tration. 

(2) Witness. (Sd./-) Director, Glass 

Manufacturing. 



APPENDIX XXIX 


Move jrom the Ministry of Fincmce {Industrial Finance Corporation) 
stating the latest position in regard to the lloating of the Public 
Limited Company in India by the Japanese firm. 

Ihe latest position in regard to the floating of the Public Limited 
Company in India by the Asahi Glass Company Ltd. is as follows: ^ — 

In accordance with the tei’ms and conditions laid down in the 
agreement, dated the 6th July, 1956 entered into between the Corpo- 
[uUon and the Asahi Glass Company Ltd. the latter were to promote 
an Indian Company before the 16th May, 1956 and the transfer oi 
me assets to be sold under the agreement was to take place within 
vwo luonths of the formation of the Indian Company. 

The Asahi Glass Company Ltd. hud proposed to promote the 
Indian Company with a capital of Rs. 65 lacs out of which Rs. 30 
iuc? was to be contributed in India and the balance of Rs. 35 lacs 
vvas to be tuken up by the Japanese concern, partly to the extent of 
Ks. 1'/ lacs against machinery, equipment and mateiiais to be brought 
in from Japan, and partly to the extent of Rs. 18 lacs by providing 
the technical know-how. 

In regard to the machinery, equipment and muterials of the value 
of Rs. 17 lacs proposed to be brought in by the Asahi Glass Company 
Ltd., the Development Wing of the Ministry of Commerce and 
industry have examinetl and approved the items proposer! to be 
Drought in. The Japanese Company have alroudy been granted the 
necessary licences for the import of the machinery, equipment and 
materials in question. 

The proposals of the Asahi Glass Company Ltd. for the promotion 
oi the Indian Company have been upproved by the Government ot 
India in the Ministry of Finance. 


The Asahi Glass Company Ltd. reported to the Corporation 
lowurds the end of May, 1956, that they were facing some difliculties 
in .securing subscription from Indian investors to the share capital of 
the Indian Company to the e.xtent of Rs. 30 lacs, but that they had 
decided to go through with the scheme even if it involved their 
bringing in additional finance themselves in order to make up the 
deficit in the subscription of the share capital. They, therefore, 
wanted extension of time till 31st July to enable them to make the 
nece.ssary arrangements for this. This was granted. They have 
now informed us that the shortfall will be taken care of by their 
arranging for bank credit locally against guarantees to be given by 
heir Head Office in Tokyo, and that they have received the approval 
Oi the Japanese Government to this. It is expected that the neces- 
■saiy formalities in connection with the registnation of the Indian 
Company will be completed in the course of the next few days. The 
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Asahi Glass Company Ltd. have filed necessary documents with the 
Kegjstrar of Companies, Calcutta on 3rd August, 1956 regarding 
registration of an Indian Company by the name of Indo-Asahi Glass 
Company Ltd. and it is expected that the necessary certificate regard- 
ing incorporation will be granted shortly. 

As regards the date from which the factory is likely to gf; into 
production, the position is as follows; — 

.According to the agreement, dated 6th July, 1956 entered intu 
between the Ayahi Glass Company Ltd. and the Corporation, the 
Li ansier of the assets is to take place within two months of the lorraa- 
tion ol the Indian Company. Since the lirdian Company is expected 
to be registered within the next few days, it is expected it should be 
possilde to arrange for the transfer of assets to be completed by ihe 
end of October, 1956. The Indian Company, after taking ovtr the 
asset.s. will have to put the plant and machinery in order, and for 
that purpose the Corporation has agreed to grant them a further loan 
Ol Its. 7 lacs. It is not possible to give any definite opinion regard- 
ing the date by which all the machinery will be put in po&ition so 
as xo enable normal production to be commenced, but it may not be 
overoptimistic to hope that the factory might start production by 
about March, 1957. In this connection, it may be added that the 
Japanese Company are committed to bear the liability for the entire 
amount of expenditure incurred on the care and mainte.^ance of the 
lactury since the 16th November, 1955. Some of the Con nany's 
engineers arrived in the factory a couple of months ago with a v'lew 
to surveying the machinery etc., and it is, therefore, hoped that tne 
final process of putting the machinery etc. in working order will 
low be expedited. 


M. R. BHIDE, 
Joint Seen. 
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Note from the Ministry of Finance {Industrial Finance Corporation) 
stating the latest position regarding the action taken or proposed 
to be taken for making good the loss sustained by the Corpora- 
tion in their deal with the Sodepore Glass Works Ltd. 

The Legal Adviser of the Corporation was consulted in regard to 
the action that may be taken against the guarantors and he has given 
the opinion that the balance of advantage will lie in the Corporation 
first disposing of the mortgaged property and thus exhausting the 
remedies available to it against the mortgaged property and after- 
wards, in case there was any deficit, filing a suit against the Company 
as well as the guarantors jointly for the recovery of the balance due 
from the Company. The Corporation have decided to accept this 
opinion. 

2. Two statements showing the names of guarantors, the loans 
guaranteed by them, the particulars of the properties mortgaged by 
two of them in support of the guarantee, and the other moveable and 
immovable properties of the guarantors which could be proceeded 
against by the Corporation as per information we have been able to 
collect are enclosed — Appendices A & B- As regards the properties 

of the late Shri and Shrimati mortgaged to 

the Corporation in support of guarantees executed by them it has 
been reported to the Corporation as follows: — 

“It appears that there are no immovable assets of late , 

late — , his wife, and Shri 

against which the Corporation can proceed other than 
the immovable properties already mortgaged with the 
Corporation. 

The properties of late which are mortgaged with 

the Corporation are situated in the Districts of 
Gaya, Ranchi and at Jahanabad which is a grain centre 
situated about 27 miles from Gaya on the Gaya-Patna 

Railway line. The properties of mortgaged 

to the Corporation are situated in the Gaya town. 

The opinion of the local Managers of the Punjab National Bank 
and the Central Bank of India about the prospects of sale 
of immovable properties in Gaya was that since the abo- 
lition of Zamindary in Bihar it was not easy to sell 
immovable properties. There are very few buyers and 
it is difficult to realise any reasonable price. The popu- 
lation of Gaya is reported to be about 125,000. The popu- 
lation of Jahanabad is reported to be about 40,000.” 

3. The transaction relating to the sale of assets of the Company 
was completed on the 3rd May, 1957, and possession of the assets was 
handed over to the Indo-Asahi Glass Co., on the same day. 
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4. The Corporation has been examining the legal issues that it has 
reason to suspect may be raised by the Guarantors in case it is decid- 
ed to enforce the guarantees against them. It appears from the dis- 
cussions the Corporation had with two of the guarantors that the 
following points may be raised: — 

(i) Since the Corporation had disposed of the mortgaged pro- 

perties for Rs. 62 lacs, a sum more than the amount cov- 
ered under the various guarantees (50 lacs), the guaran- 
tors were discharged of their liabilities. 

(ii) Sub-section (3 A) of Section 28 of the I.F.C. Act was insert- 

ed by Act 78 of 1952 on 29th December 1952 ie. subse- 
quent to the execution of the Deed of Mortgage and Deed 
of Further Charge for the first three loans aggregating 
Rs. 50 lacs. The amendments of the Act do not have 
retrospective effect and as such the sale proceeds cannot 
first be applied for adjusting A/c. No. 5 (Expenses for 
Management) . 

(iii) The Deed of Mortgage dated the 13th September, 1949, 

laid down certain specific stipulations under which and 
the manner in which the loans were to be obtained by 
the Sodepore Glass Works Ltd., and/or given by the 
Industrial Finance Corporation. Since these conditions 

were not fulfilled, Shri a guarantor of the 

loan could not be asked to fulfill his guarantee, as 
it is a settled principle of law that if there is any varia- 
tion in the terms of contract without the consent of the 
guarantor then the guarantor stands discharged. 

(iv) The decrees, which the Corporation may get against the 

properties of Shri would not bind the minors 

i.c. two brothers of Shri who were minors 

at the time of the transaction and his two sons who are 
still minors. The Corporation may, therefore, get a 
decree against only a share of the properties of 
Shri . 

5. Since these points are of great importance, it was considered 
desirable to have them examined by the Corporation’s Legal Adviser 
as well as the Law Ministry of the Government of India, 

In the opinion of the Corporation’s Legal Adviser as well as the 
Ministry of Law the adjustment of the Sale proceeds as has been 
done by the Corporation is in order. The Ministry of Law is also of 
the opinion that the insertion of Sub-Section (3A) under Section 28 
of the I.F.C. Act has retrospective effect. A statement showing the 
manner in which the Sale Proceeds have been adjusted is shown in 
the enclosed statement — Appendix C. Points Nos. (iii) and (iv) are 
still under examination. 

procedure to be followed by the Corporation in the matter 
of nlmg suits against the Company and the guarantors is being exa- 
mined in consultation with the Corporation’s Solicitors in Calcutta, 
who are also Solicitors to the Central Government at that place and 
the Legal Adviser of the Corporation at its Head Office. 
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7. The Corporation is also considering whether it would serve its 
interests better if a compromise is arrived at with the guarantors. 
'Fhe Chairman of the Corporation enquired of one of the Guarantors 
when he saw him whether in view of the action the Corporation has 
now got to take to enforce the guarantee, he was inclined to make 
any proposals for compromise so that the matter could be settled 
out of Court. Without prejudice to the right and remedy which either 
party may have, this Guarantor stated that the maximum amount he 
would agree to pay to the Corporation in full release of his guarantee 
is Rs. 25,000 if this was found acceptable to the Corporation. The 
Chairman also enquired of another Guarantor whan he met him in 
May, 1957, the amount he would be prepared to offer to arrive at a 
compromise with the Corporation. He replied that the amount he 
may be willing to offer “would bear no relation to the deficit in the 
account of Sodepore Glass Works Ltd.” He was advised to consider 
the matter and advise the Corporation of the amount he would offer 
but he has not intimated the same so far. If no compromise is possi- 
ble on reasonable terms it may be necessary to file regular suits 
against the Company and the guarantors. .It cannot, however, be 
stated definitely at this stage what portion of the deficit is likely to 
be realised either by a compromise with the guarantors or legal 
action against them. It may take sometime before a final decision 
in this matter can be taken and in case it is decided to take this 
matter to Court, it is anticipated that the same will be resisted by the 
Guarantors and Court proceedings might drag on for several years. 

8. The total unsecured liabilities of the Company as per the latest 
Printed Balance Sheet as at .31st December, 1955 amounted to Rs. 
31,93,000. 

9. This note has been vetted by Audit. 

K. R. K. MENON, 

Chairman, 

INDUSTRIAL FINANCE CORPORATION. 
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APPliNDIX ‘A’ 


Particulars of immovable 
prv^perty of Gu irantors 


Particulars of moveable Remark*' 

properties of guarantors 


No propertVs other than 
the properties said to be 
worth Rs, 9 lacs, mori- 
to the Corpora- 

iion. 


Nil. 


Nil. 


'/) Shares of Gaya Sugar The shares arc ui- 
Mill (in liquidation) — cumbered and i 

Pxtent of The holdings will n >t be poss blc 
could not be ascertained, for the Corpora- 

tirv i to realise any 
amount from there. 


ti ; 1000 shares of the paid-up 
value of R>. 10,000 - in 
the Hindusthan Coal Co. 
Lid. — already pledged with 
the Corporation. The 
extent of the holdings, over 
and above these shares, of 

the late -and of Shri 

JJ1 '^hc Hindusthan 

Coal Co. Ltd. is not known. 
Nor is it known vshetlicr 
such holdings are free or 
encumbered. 


House Propcrt> at ’’Wavcisc 
Koad. Panihatri Munici- 
palitv, 24-Parganas, West 
Bengal. 

No properties other than 
the properties mortgaged 
to the Corporation. 

Reported to own a house Ui 
Bomb a ^ . 


Nil. Reported to have 

he entransferred to 
M s. Bhadani Pro- 
perties Ltd. 



Nil. It IS nv>t possible to 

confirm ihh: rcpoii. 


T^and at Tallygungc, Cal- 
cutta admeasuring 4 
Bighas, and g Cot tabs 
4 Chittacks & 36 sq. ft. 
purchased in 19.1S for 
Rs. 1,25,020 -. 


a"' 1500 shares of M s. Bengal 
Potteries Ltd. of face value 
Rs. 3,750 

(b’* 270 ordinary shares vT 
M's. Jay T'nginecnng 
Works Ltd. of the 
aggregate paid up value 
of Rs. 27,000/-. 


•) 10 shares of M s. hi. G. 
Bhagat &: Sons I.td. of 
face '‘*aluc Rs. i^ooOr. 



150 

APPENDIX 


SL Loan of Mortgage Deed of Guarantors Period Time from which 
No, Rupees Deed Guarantee of period mention :d 

limitation in coL 6 begins 
for taking to run 
action 
against 
guarantors 

123 4 5 67 


T. 40,00,000 13-9-1949 13-9-1949 

(Registered) 
(Merged with 
the Mortgage 
Deed). 


2, 7,00,000 18-12-1951 18-12-1951 

(Registered) 


3. 3,00,000 I2-6-I9S2 12-6-1952 

(Registered) 
(guarantees 
the previous 
loans also;. 

4, 13,00,000 10-2-1953 No Guarantee 


Persona! Guarantee cf : 

(i) (to the extent 6 years, 
of Rs. 9 lacs) 


(it) from date of de- 

(iii) „ mand made on 

(tv) them ue. 19th 

(Properties of. . . Eebniary, 1953. 

and .... mortgaged). 

Personal Guarantee of : 

( 1 ) 6 year5. 

'ti) from the date of 

(m) the demand on 

(w) them i.c, 19th 

February, 1953 . 

(i) 6 years 

(it) from the date of 

(til) „ the demand on 

(w) them t\e, 19th 

February, 1953. 


Nil. 



151 


APPENDIX nr 
Sodhi^orh Gi \ss Works Ltd. 



Principal 

Interest upto 
30-6-53 
charged 
accounts 

Total Amount of Balance 

sale proc eds outstanding 
adiusted 

A/c No. I . 40,00,000 

6,28,921*44 

46,28,921-44 


46,28,921-44 

A/c No. 2 

7,00,000 

60,074*61 

7,60,074 ■ 6 T 

4 , 88 , 399*28 

2,71.675-33 

A/c No. 3 

3,00,000 

117,776*20 

3,17.776-20 

3,17,776 -20 

•• 

A/c No. 4 

12,92,536 

36,177* 10 

13,28,714*08 

13,28,714*08 

« . 

A;C No. 5 






Management ex- 
penses in- 

curred up to 
3rd May, 1957 

40,65,110-44 

13*335 39 

40,78,445 ■ 83 

40,65,110-44 

13 , 335*39 


103,57,647*42 7,56,284*74 111,13,932*16 62,00,000*00 49a3>932-i6 


Expenditure incurred after the 
sale of assets on the 3rd 

May, 1957 to 30. b J»'ne, 1957. 1,284*05 


49>I5>2i6*2 


Note: 

(1) Interest from 1st July 1953 onwards amounting to Rs. 16.21 lacs 
which has not been chargf’d to the loan accounts has not been included in 
the above statement, 

(2) In accordance with Section 28 (3 A) of the I.F.C. Act the sale proceeds 
have been fii'st applied to A/c. No. 5. The balance remaining thereafter has 
been applied towards A/cs. No. 4 and 3. After the adjustment of A/cs. No. 4 
and 3 the balance sale proceeds have been applied to A/c. 2. 


488 L.S—ll 



APPENDIX XXXI 

No. 18-8/57-DD 

New Delhi, the 26th March, 1958. 

Note from the Ministry of Food and Agriculture (Department of 
Agriculture) stating the exact nature of Ministry’s instructions 
to the Director of the Cattle-cum-Dairy Farm, Karnal under 
Audit Comments, page 42, Grant No. 4b- Agriculture, Appropria- 
tion Accounts (Civil) 1953-54. 

Audit Comment No. 1 

The value of machinery stores in stock on the 31st March, 1953, 
waa 20,073 and stores worth Rs. 18,558 were purchased during the 
year but the consumption during the year was to the time of Rs. 5,451 
only. Apparently the purchases during the year and the balance in 
stock as on 31st March, 1954 were in excess of the normal require- 
ments of the Dairy. Government money was thus unnecessarily 
locked up. 

Ministry’s Explanation. 

The opening balance of Rs. 20,073 on 1st April, 1953 was made up 
of the book value of stores taken over from the Agricultural Sub- 
station, Karnal on 1st April, 1951 and brought forward from year to 
year and of the balance of stores purchased during 1951-52 and 
1952-53 by the late Cattle-ciirn -Dairy Farm, Karnal. Details of these 
are furnished below: — 

1. Book value of Stores taken over 

from the Agricultural Sub- 
station. Rs. 13,696 

2. Cost of Stores purchased by 

the late Cattle-cwm -Dairy 

Farm. Rs. 6,377 


Total Rs. 20,073 


Out of the above balance .stores worth Rs. 1,418 were consumed 
during the year 1953-54. Stores worth Rs. 6,754-5-7 out of the stocks 
transferred from the Agricultural Sub-station were declared surplus 
to the Director-General, Supplies and Disposals. The latter had how- 
ever to be carried in stock at the end of 1953-54 since they were not 
issued from stock within 1953-54. These were actually auctioned by 
Director-General, Supplies and Disposals on 10th March, 1954 and 
15th January, 1955 for Rs. 2,402-12-0. 

During the year 1953-54 stores worth Rs. 18,558 were purchased 
mainly for the overhauling of Tractors and Chaff Cutters- The details 


152 



153 


of the puiohase are furnished below; — 

1. Spares for overhauling of one T.D. 14 Tractor. 

2. -do- one D. 4 ” 

3. -do- two Ferguson Tractors 

4. Spares for overhauling of one H. 4 Chaff Cutter 

5. Spares for other machines. 


Rs. 12,407. 

Rs. 2,160 
Rs. 1,909 
Rs. 1,599 
Rs. 474 


Total Rs. 18,558 


The stock on 31st March, 1953 did not contain any of the spares 
required for the above overhaulings except in the case of one very 
minor item costing Rs. 39 viz.; Oil plate. Thus the purchase made 
during 1953-54 to the extent of Rs. 18,558 despite the opening balance 
of Rs. 20,073 could not be avoided. However, these spar^ were 
purchased on the basis of requirements and estimates furnished by 
the Technicians who were entrusted with the job of overhauling 
the tractors and other machines. Stores worth Rs. 4,033 could, 
however, only be utilised; during the year since during the course 
of the execution of overhauling additional stores were requir- 
ed and had to be purchased. The stores worth Rs. 18,558 pur- 
chased during the year 1953-54 were not utilised fully even in the 
next year. Till the additional requirements could be supplied, over- 
hauling could not be completed. Hence the total quantities of stores 
purchased for overhauling for T.D. 14 Tractor could not be utilisedL 
As regards the rest, the overhauling was taken up about the end of 
the year and had therefore to be carried forward to the subsequent 
year. 


Audit Comment No. 2 

No reserve stock limit has been prescribed. Some such limit 
should be prescribed to avoid unnecessary accumulation of stores and 
wmsequential locking up of Government money. 

Ministry’s E.xplanation. 

Steps are being taken for the fixation of maximum and minimum 
monetary limits in respect of the various categories of stores. This 
is under consideration since 8th November, 1957. 

Audit Comment No. 3 

The physical verification of stores, is required to be conducted 
by an officer other than the one responsible for the physical custody 
of stores or for keeping accounts thereof but in this case it was con- 
ducted by the Cattle Officer who was also incharge thereof. 

Ministry’s Explanation. 

During the year under Audit the Cattle-cuai-Dairy Farm was 
under the charge of a Superintendent. But with the establishment 
of National Dairy Research Institute in 1955 the Farm is under the 
Director of Dairy Research, who is the Head of the Department and 
has issued instructions that physical verification of stores should be 
conducted by officers other than those who are incharge of stores 
concerned. A copy of the relevant instruction dated October 11, 1956 
is attached. 

KRISHAN CHAND, 

26th March, 1958. Joint Secretary. 
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No. F.5/11-G56/6954-63 

NATIONAL DAIRY RESEARCH INSTITUTE 
(Government of India) 

Karnal, dated the 11th October, 1956. 

OFFICE ORDER No. 55/56-G 

Subject: Periodical physical verification of Stores by actual count/ 

weighment. 

Physical verification of all articles of stores by actual count/ 
weighment is an important function as per the rules in regard to 
stores accounting. This verification has to be done periodically by 
a responsible officer who is independent of the superior executive 
officer in-charge of stores or its accounting in the presence of the 
officer responsible for the custody of stores or of a responsible person 
deputed by him. The audit is very particular in ascertaining that 
the articles are verified periodically and otherwise examined to verify 
the accuracy of the quantity balances in the books and a certificate 
of verification is recorded periodically by a responsible authority and 
that the system of verification adopted is adequate and proper and 
that discrepancies found are properly investigated and adjusted etc. 

2. In pursuance of the above procedure the following officers of the 
N.D.R.I., Kamal are nominated for the purpose of periodical physical 
verification of stores with immediate effect. 

(i) Dr. N. N. Dastur, Dairy Chemist. 

(ii) Dr. H. Laxminarayana, Assistant Dairy Bacteriologist. 

3. The above officers will periodically make surprise checks of a 
few items of store articles each time and thus complete the verifica- 
tion of all stores before the close of the financial year. A report of 
the articles verified each time with discrepancies noticed if any 
between the book balance and the actual count/weighment will be 
submitted to the D.D.R. for his information and further action. They 
will also report in addition of shortages and damages, any unservice- 
able stores, surplus and obsolete stores as well as balances of stores 
held in excess of requirements of a reasonable period or in excess 
of prescribed maximum limit A record of checks conducted will 
also be made by them in the relevant registers where such verifica- 
tions have been carried out. 

4. The proforma to be used for reporting the results of verifica- 
tion is given hereunder: — 

STOCK VERIFICATION REPORT 

Date SL. No. Name of article. Book Balance Actual balance 

on count/ 
weighment, 
Sdi- K. K. LYA. 

for D. D. R. 

Copy forwarded for information to: — 

1. Dr. N. N. Dastur, Dairy Chemist. 

2. Dr. H. Laxminarayana, A.D.B. 

3. Dairy Engineer, and store keeper (2 copies). 

4. Superintendent (Farm). 

6. Guard Book. 
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No. 7-45/57-LR 

New Delhi-2, the 26th April, 1958. 

Note from the Ministry of Food and Agriculture (Department of 
Agriculture) under Grant No. 124-OtheT Capital outlay of the 
Ministry of Food and Agriculture, Note 8 (a) -Government 
Capital Account, page 103, Appropriation Accounts (Ciuil) 1954- 
55. 

It was pointed out by the audit in the appropriation accounts for 
1953-54 that at the end of the year 1953-54 the capital account of the 
Accountant General, Central Revenues was in excess by Rs. 30,24,859 
over the figures of the Central Tractor Organisation under the with- 
drawals and Rs. 35,914 under ‘Remittances’ into treasury. In the 
appropriation account for 1954-55 it was again pointed out that there 
was a discrepancy of Rs- 66-25 lacs under withdrawals and of Rs. 8-26 
lacs under ‘Remittances’. The Public Accounts Committee also asked 
in the course of its sittings early in November, 1957, for the reasons 
for non-reconciliation of accounts and further enquired about the 
efforts being made by the Central Tractor Organisation to reconcile 
them. 

The exact differences during the various years after taking into 
account all the adjustments made by the Accountant General, Cen- 
tral Revenues during a particular year are as per statements ‘A’ and 
‘B’ enclosed. 

It would be seen from the statements ‘C and ‘D’ enclosed that 
the differences between the two sets of figures which are due to 
adjustments of certain items of expenditure or receipts in the pro- 
forma account of subsequent years have been almost fully reconciled 
and have been accounted for in the proforma accounts of the subse- 
quent years as shown in the statements. The unreconciled diffe- 
rences are very meagre in respect of the years upto 1952-53 and 
1953-54. Out of the difference of Rs. 92,84.453 under withdrawals 
relating to 1954-55, discrepancies to the extent of Rs. 89,49,621 have 
been also reconciled- The difference of Rs. 8,62,239 under ‘Remit- 
twees into treasury’ relating to 1954-55 has been completely recon- 
ciled. The reconciliation of differences pertaining to the Accounts 
for 1955-56 is in hand and will be finalised shortly. 

It is important to stress here that the reconciliation of the capital 
account is different from the usual reconciliation which is carried 
out between the figures of the accoimts officer and the expenditure 
figures maintained by a department. In the present case the diffe- 
rences are not account of the cash charges like pay, allowances and 
contingent expenditure but are only on accoimt of book adjustments, 
payments made by the Director General, Supplies and Disposals on 
account of the purchase of the stores and adjustment of cr^it notes. 
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Differences of this kind are inherent in the system of Govcmmftirt 
Accounts and arise mainly because of the following reasons: — 

1. The accounts of the CTO are not closed at the same time as 

the accoimts of the Accountant General, Central Reve- 
nues and hence the two accounts are bound to differ. 

2. Book adjustments on account of the purchases of stores are 

made by the A.G.C.R. as soon as the debit vouchers are 
received from the concerned Pay and Accounts Officer 
whereas the debits aae taken into the books of the 
Central Tractor Oi^aaisation at a later stage after the 
preparation of receipt vouchers etc. 

3. In previous years some of the charges which had to be borne 

by the State Governments were initially met by the 
Central Tractor Organisation and were, therefore, adjust^ 
ed by the Accountant General, Central Revenues imder 
the CTO’s head of account but these debits were not 
posted in the proforma accounts of the CTO because 
they had to be transferred to the State Governments. 

While it is necessary that the old differences are not allowed to go 
unreconciled for a number of years, it may be mentioned that these 
differences of the recent years do not represent any difference 
between the actual cash expenditure and the figures booked by tfte 
A.G.C.R. on account of the same. 

This note has been vetted by Audit. 


KRISHAN CHAND, 

Joint Secretary. 
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STATEMENT ‘A’ 
Withdrawals 


Year of Adjustment 

Figures 
booked by 
A^G.CR. 

Figures 
booked by 
Central 
Tractor 
Organisation 
Proforma 
Accounts 

Diflfcrencc 
CT.O. Morc(+) 
CXO. Ic8s(— ) 

Upto 1952-53 

9.85.15.045 

9,76,80,003 

(— ) 8,35.042 

For 1953-54 

2.07.51.711 

1,66,60,966 

(— )40,90,745 

» 1954-55 

76,46,961 

1.69,31.414 

(+)92,84,453 

t955-5<> 

1.03,36,370 

87.20,671 

( — )i6,I5,699 

1955-57 (Op to Mitch II Supp.) . 

1,08,82,623 

83.86,159 

(— )24,96464 

ess interest for 1955-56 adjusted m the pro- 
forma accounts but not by A,G.C.R. . 

14,81,32,710 

Nil. 

14.83.79.213 

(— )t6,35,834 

(.+) 2,46,503 

(— )i3.8q.33i 


STATEMENT 'B’ 
Deduct Recoveries 


Year 

Booked by 
AGCR 

Running 

Total 

Accounted 
in CTO 
proforma 
Account 

Running 
Total of 
C.T.O. 

Difference 

Net 

difference 

1947-48 

15,52.734 

15.52,734 





1948-49 

5.94,955 

21,47,689 





1949-50 

I -.84,346 ( 

t )39.32,035 

40,35,908 

40.35.908 

(4 )i,03,873 

C-f) 1,03,873 

1950-51 

33,75,758 

73.07,793 

31,45,177 

71,81,085 

(— 32,30,58 1 

(—) 1,26,708 

1951-52 

27,72,695 

1,00,80,488 

27,72,696 

99,53,781 

(-l-)i 

(— ) 1,26,707 

1952-53 

93,50,923 

1,93,31.411 

92,51,084 

1,92,04,865 

(+)i6i 

(— 31,26,546 

1953-54 

• 3.85.48.663 

5,78,80,074 

3,87,10,923 

5,79,15.788 

(-f) 1,62, 260 

(-f 335.714 

1954-55 

. 2,18,42,677 

7,97,22,751 

2,09,80,438 

7,88,96,226 (— )8,62,239 

(—38,26,525 

1953-36 

• 3.51,18,081 

11,48,40,832 

3,50,47,403 

11,3943.629 

(— ) 70,678 

(—38,97403 

The net 

1 1,48,40,832 1 1 ,48^40,832 

difference as on 31-3-54 

i 1.39,43.639 

11,39,43,629 (—) 8,97,203 

(— )8,97,203 


it only Rs. 35.714 (C.T.O. tigure 
it hlg&er). 

The uei difference between AGCR and C.T.O. figures 
as on 31-3-Sb is Ks. 8,07.203 (Ccoutl Tractor Organist* 
(ion bgure is lessi. 
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APPENDIX XXXm 

No. 7-47/57-LR 

Note from the Ministry of Food and Agriculture {Department of 
Agriculture) under Grant No. 124 — Other Capital outlay of the- 
Ministry of Food and Agriculture, Note 8(b) Suspense Accounts. 
— Interest Chargeable from State Governments due to staggered 
recoveries, page 103, Appropriation Accounts (Civil) 1954-55. 

One of the points on which the Public Accounts Committee, at 
the sittings on the 5th, 6th and 8th November, 1957, desired to be 
furnished with further information is as follows: — 

5. Sub-para (b) Suspense Accounts — Interest chargeable from 
State Governments due to staggered recoiyenes: 

How are the Ministry going to account for the sum of 
Rs. 32,83,338? 

Orders have been issued by the Government of India to the effect 
that the amount of Rs. 35,76,047, representing the interest charges 
not recovered from State Governments in respect of the outstanding 
instalments of reclamation charges for work done by the Central 
Tractor Organisation, should be exhibited as a loss in the operational 
accounts of the organisation. The C.T.O. will accordingly be remov- 
ing forthwith from their suspense accounts the charges in question, 
for which they have been taking debits in the Suspense Accounts 
and credits in the operational accounts in anticipation ot recovery. 
The interest charges (Rs. 35,76,047) will simultaneously be debit^ 
a.s loss to the operational accounts. 

The orders referred to above have been issued with the concur- 
rence of Audit. 


AMEER RAZA, 
Joint Secretary 
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No. 8-11/57-LR 
Government of India, 

MINISTRY OF FOOD & AGRICULTURE 
(Department of Agriculture) 

New Delhi, the 14t/i January, 1958. 


From 

Shri F- C. Gera, M.A., 

Under Secretary to the Government of India. 

To 

The Chairman, 

Central Tractor Organisation. 

New Pusa, New Delhi. 

Sub: — Interest Charges — Accounting of. 

Sir, 

With refCTence to the correspondence resting with Central Tractor 
Organisation U.O. No. F.113-7/54-55-Cost I., dated the 5th September, 
1957, I am directed to say that the President has been pleased to 
decide that the amount of Rs. 35,76,047 (Rupees thirtyfive lakhs, 
seventysix thousand, and fortyseven only), representing the interest 
charges not recovered from State Governments in respect of the out- 
standing instalments of reclamation charges for work done by the 
Central Tractor Organisation should be exhibited as a loss in the 
operational accounts of the Organisation. Accordingly the charges, 
for which the Central Tractor Organisation have made debits in the 
Suspense Accounts and credits in the operational accoimts in antici- 
pation of recovery, should be removed forthwith from the Suspense 
Accounts and debited as loss to the operational accounts. 

Yours faithfully, 
Sd./ 

(P. C. GERA), 
Under Secretary. 

Copy, with 3 spare copies for communication to Accountant Gene- 
ral, Central Revenues, and one copy of the Director of Commercial 
Audit, forwarded to the Ministry of Finance. 

This has reference to their U.O. No. 187AFI/58 dated 14-1-58. 

Under Secretary. 

Copy to Guard file. 


x6o 



APPENDIX XXXIV 

Note from the Ministry of Food and Agriculture (Department of 
Agriculture) pursuant to action taken on paras 65, 67, 68, 71, 72, 
73, 74, 75 and 76 of the Sixteenth Report regarding Central Trac- 
tor Organisation. 

It has been stated in paragraph 65 of the P.A.C’s report that they 
are not satisfied with the manner in which the Ministry of Food and 
Agriculture had set about this deal. The full facts about the utilisa- 
tion and ultimate surrender of a part of the 10 million dollar loan 
have been given in the Ministry’s note dated the 17th March, 1956, 
referred to in para 65 of the P A.C’s report. It is necessary to recall 
in this connection that the food situation, already bad enough, wors- 
ened in 1949. The import of foodgrains that year reached a figure of 
3'7 million tons and a definite plan to achieve self-sufficiency in food 
by 1951 was formulated. The Foodgrains Policy Committee recom- 
mended that the Ministry or Agriculture should immediately take up 
the work of reclamation of 85 million acres of culturable waste land 
which was said to be available in the country. The land reclamation 
project was conceived against this background and the original inten- 
tion was to purchase 375 heavy tractors. In the absence of technical 
know-how in the country, the Ministry of Food and Agriculture had 
no alternative but to depend upon the advice of manufacturers and 
the World Bank Experts in the matter of purchases of tractors, spares 
and equipment. With the passage of time, experience was gain^ by 
the C.T.O. and the last lot of heavy tractors purchased consisted of 
30 D-8 Caterpillar type whose utility had been established to the 
satisfaction of the Organisation. The facts and figures stated above 
have not been verified by Audit. 

The P.A.C. has asked for the reconciliation of the figures of trac- 
tors actually purchased and the figures reported to them- It has 
been stated that the number of tractors purchased was 298. Actually 
the total number was 317 while the number of heavy tractors pur- 
chased for land reclamation was 270 against the original figure of 37S. 
The details are given below; 


HD-19 tractors 

90 


F.D.E. tractors 

90 


D-8 tractors 

60 


TD-24 tractors 

30 


TD-9 tractors 

i6\ 

equivalent to 

HD-5B tractors 

Case tractors 

i6f 

D-4 tractors. 

(with Winches) 

5 


WD-6 tractors 

to 
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In the Ministry of Food and Agriculture note dated the ITflj 
March, 1956, the nvunber of tractors equivalent to D-4 was mentioned 
as 28. Actually this figure was 32. A corrigendum intimating the 
revised figure was issu^ on the 26th June, 1956, but presumably if 
reached the P.A.C. after they had finalised their Sixteenth Report. 

The main tractors purchased for heavy reclamation work are the 
HD-19, F.D.E., D-8 and T.D.-24. Upto 1951, 240 of these tractors 
had been purchased and an order for 30 D-8 tractors was placed in 
1952. The remaining tractors were smaller tractors intended for 
subsidiary operations and whenever the Ministry of Food and Agri- 
culture refer to the operational fleet of the C.T.O., they usually refer 
to the heavier types which constitute the main tractors of the opera- 
tional units. Tlie heavier tractors mentioned above are meant for 
kans eradication and jungle clearance. 32 tractors equivalent to D-4 
were intended for mopping up operations and the WD-6 and Case 
tractors were for felling trees and cutting the wood. Incidentally, 
it might be mentioned that 32 tractors equivalent to D-4 have since 
been disposed of by the C.T.O. to various State Governments as it 
was later found that the C.T.O. could do the mopping up work with 
the help of some old disposal D-4 tractors. The Government of India 
appointed a Senior Civilian in 1955 to enquire into the propriety of 
the purchase of these 32 tractors amongst certain other transactions. 
The report of the Inquiry Officer was received in April, 1956, and has 
been considered by the Government of India. The Inquiry Officer 
considering the circumstances of the case has come to the conclusion 
that there is no case for any action against any Officers connected 
with these transactions. The Government of India have accepted 
this conclusion. 

Paras 66 and 67 — Unnecessari/ purchase of machinery: 

The position is that increase in the balances of stocks resulted on 
account of heavy purchases made in the year 1949-50 and 1951-52. 
Then there were the spare parts procured by the C.T.O. from the 
disposals. These purchases were made on the recommendations of 
the manufacturers on account of anticipated difficulties about avail- 
ability due to worsening of international situation and Korean war. 
As explained in our reply to para 64 above, there was no choice 
before the Ministry but to accept the advice of the manufacturers as 
C.T.O. did not possess adequate know-how. As the know-how was 
acquired the reliance on the advice of the manufacturers became 
less and less. 

Regarding the purchase of 4 different makes of heavy tractors, 
the matter was gone into fully after the receipt of the Estimates 
Committee’s Report and the Zaidi Committee’s Report. The position 
is that 90 Allischalmer and 90 Olivet tractors were purchased in 
1949. At that time, they were the only suitable tractors available for 
early delivery. The Ministry of Food and Agriculture wanted to buy 
Caterpillar tractors which were considered the more suitable for tlm 
C.T.O’s. work but the supply position of these tractors was extremely 
difficult and it was not possible to get these in adequate quantities. 
It was also not possible to obtain International tractors in adequate 
quantities. When the purchase were made, time was the essence of 
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the matter. The food situation was very unsatisfactory and Govern- 
ment had taken the decision that the country should become self suffi- 
cient in food by 1951 and it became necessary, therefore to get what- 
ever tractors were available provided of course they could do the 
work. The decision to purchase a particular make of tractor was not 
made by the Ministry itself but by the D G.S. & D. through whom 
the purchases were made. The specifications of the types of machines 
that were wanted were given and the D.G.S. & D. in consultation 
with the Ministry decided to purchase 90 Allischalmer and 90 Oliver 
tractors in consideration of the supply position in America. 

The C.T.O. at that time did not possess the enough experience of 
the heavier type of tractors required for reclamation purposes. There 
was no time to buy a few tractors of each make, try them for a 
reasonable period, get the necessary data and then to make a decision 
as to ^ what particular make should be bought in larger numbers. 
C.T.O*s- actual experience also shows that all these different makes 
have done good work. In some respects, one tractor is better than 
another but taken as a whole, the entire lot of tractors have done 
good work. 

A very largo majority of these tractors are still in the field and are 
doing good work. The original anticipation was that all these tractors 
would last for 10,000 hours. A recent examination of the tractors 
by a T.C.M. Expert has indicated that many of these tractors are 
capable of working for about 12,000 hours. The Ministry of Food and 
Agriculture is, therefore, of the opinion that the purchase of 4 diffe- 
rent makes of tractors was inevitable and had been justified by the 
work done by them. 

The Government of India were prime facie not satisfied with some 
of the subsequent purchases and the case w’as entrusted for an 
enquiry to a Senior civilian. The position in this respect is as indi- 
cated against para 65 abcn'o. 

Para 68 

A review ot the spare parts in stock has already been 
completed and parts amounting to Rs. 42,26,303 have since been dec- 
iarexl as surplus. The C.T.O. have, so far, been able to sell spare parts 
worth Rs. 10,20,369 resulting in a profit of Rs. 6,94,184 to the Organi- 
sation. The figures are upto 31st July, 1956 and have not been veri- 
fied by Audit, as the accounts for 1955-56 and 1956-57 are still open. 
(Corresponding figures upto 1954-55 as certified by Audit are 
Rs. 4,72.830 and Rs. 4,47,045. Steps are being taken to accelerate the 
sale of these spares). Details regarding the consumption of stocks 
and those disposed of as surplus are given as under: 






Value of 

Value of 





Sparc parts 

part dis- 





con sun'* cd 

posed of 





(Rs. in 

(Rs. in 





thousands') 

thousands) 

1951-52 . 




20,46 


1952-53 




23,45 

240 

1953-54 




36, 2^ 

126 

1954-55 




35.65 

107 

1955-56 




25,00 

239 

1956-57 - 



. 

N.A. 

309 


(31-7-1956). 



164 


The information regarding the balance of spares is being com* 
pleted and will be furnished later. 


Paras 72 and 73: 

Physical verification of the stores and spares in bins is being done 
half-yearly and discrepancies coming to notice are reconciled. Of 
course, discrepancies to the tune of Rs. 26,000 were noticed in the 
initial physical verification which were later reduced to Rs. 23,096 
in view of subsequent reconciliation. Necessary investigations 
to fix up responsibility were carried out and suitable punish- 
ments were awarded to the persons who could be held responsible 
in cases involving a loss of Rs. 1834 only and the losses were written 
off under the orders of competent authority. The exact punishments 
were the recovery of a sum of Rs. 183-6-6 from two persons. This 
is 10 per cent- of the loss of Rs. 1834. This punishment was considered 
reasonable. It is only in the case of bulk stores out of tonnage taken 
from the American Disposals that the stock verification could not be 
exhaustively carried out on account of the difficulty in identification 
of stores for want of parts Catalogue and other relevent literature. 
However, that job has also been completed and the work of recon- 
ciliation of discrepancies is in hand. No doubt there has been a delay 
in finalising this work but the stores purchased from Army Disposals 
were received in weight and on unpacking the boxes it was discover- 
ed that there were not less than 2,000 items which belonged to 
machines other than tractors and it was therefore a big job to 
identify and account for the same in the C.T.O's books. 


Para 74 . — Disposal of non-tractor parts as are not required jV»r 
use in the C.T.O. : 


In order to expedite further disposal of C.T.O- surpluses a Dis- 
posal Committee consisting of the officers of the Ministry of Food 
and Agriculture, the Ministry of Finance and Central Tractor Organi- 
sation was formed by the Government of India in the month of 
March, 1955. The disposal of the C.T.O. surpluses is now being 
carried out by that Committee in accordance with the usual estab- 
lished procedure. Apart from normal procedure for the disposal of 
the C.T.O. surpluses, comprehensive lists giving details of surplus 
machinery, equipment and spare parts were circulated to all the 
State Governments and the River Valley Projects and they were 
requested to buy all their requirements from these surpluses as far 
as possible. In order to give a further fillip to the disposal work, 
two officers of the Stores Directorate were deputed in January, 1956, 
to visit the headquarters of all the State Governments and the various 
River Valley Projects with a view to effect sales of C.T.O- surpluses 
through personal contact. The results of the efforts thus made were 
very encouraging and the two officers were able to secure orders 
worth about Rs. 10,00,000 from the various State Governments and 
River Valley Projects. Further, in pursuance of the decisions arrived 
at by the Goveirunent of India early this year, a global tender has 
been issued in a number of South East and West Asian countries 
regarding the sale of surplus machinery and equipment. The 
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statistics of disposals of stores including capital equipment are given 

below: — 


Year (Operational) 

Value of stores 
declared 
surplus 

Book value of 
stores and capital 
equipment 
disposed of 

Sale value 


Rs. 

Rs. 

Rs. 

1951-52 .... 

35.00,128/2/- 

1,02,222 

4>iH,7IO 

1952-53 .... 

12,89,914/14/- 

9.99,367 

17,10,940 

1953-54 .... 

13,18,480/13/- 

10,59,918 

i 3 , 99>408 

1954-55 .... 

36,56,722/8/- 

io, 26 ,cx >7 

12,42,236 

1955-56 

2,18,472/8/- 

6,16,309 

91575543 

1956-57 .... 

( 31 -' 7 - 56 ) 

16,14,859/8/9 

5.40,996 

8,15^719 

'roTAI 

1.15,98,578/5/9 

43,44,809 

65,44,556 


The figure of Rs. 8*2 lakhs referred to by the P.A.C. represented 
the value of surplus stores other than capital equipment disposed of 
to the end of March, 1955 and its break-up was as follows: — 


period 


1951 - 5 ^ 

*952-53 

* 953-54 

1954-55 


To i \i 


Sale e^‘ stores 
excluding capital 
equipment. 
(Rs.) 

i.59>24S/6/9 

82,890/6/9 

1,83,025/n/ii 

3,99.246/15/10 


8,24.4n/9.? 


The value of surplus stores other than Capital equipment disposed 
of subsequently is ^own below: — 

1955 - 5 ^ 1-4-55 to . . n.3('k5oS/4 2 

1956- 57 from i~4-5f> TO . 5,91,402/15 

(irand foial Toi the period 1951-^- to 30-6-56 i '*,52,32 1 - 14/10 

The figures for lf)55-56 and 1956-57 have not been verified as 
accounts for 1955-56 have not yet been submitted to Audit for check. 

Para 75 . — Maximum limit of stores to be held by the C.T.O.: 

The maximum overall monetary limit for all categories of stores 
has since been fixed. A copy of the order issued on the subject is 
enclosed, (Appendix ‘A’). 

Para 76 , — Financial implication of the utilisatioit of old tractors.: 

The financial position in regard to the old units as on 31st March, 
1956 is being worked out and the statement in the prescribed form 
will be submitted after it Ls vetted by Audit. 

It may, however, be added that the losses on old units are being 
off set by the profits arising out of sale of old equipment. A profit 
of Rs. 36,132 has been made due to the sale of capital equipment 



■during 1955-56 (this figure has not been verified by Audit as accounts 
for 1955-56 have not yet been submitted to Audit for check), thus 
reducing the losses from Rs. 5’15 lakhs to Rs. 4,38,868 and losses on 
Maikala scheme have also been recovered; thus the net loss now 
stands at Rs. 3,97,868. There is no loss in respect of old units upto 
1949-50. The loss of Rs. 14,72,521 pertains to the period 1950-51 and 
1951-52. 

A statement showing the amounts recovered from State Govern- 
ments upto 1954-55 in regard to the operation of old units is enclosed 
as Appendix ‘B’. The number of hours worked by old units are 
given in the enclosed statement (Appendix ‘C’). No record of idle 
hours of these old units was maintained. These idle hours are on 
account of only breakdown of tractors. 

The rate of recovery was Rs. 17-8-0 per hour for plowing and 
Rs. 25 per hour for dozing. 

This has been seen and vetted by the Audit. 


The ith October, 1956. 


R. L. MEHTA. 
Joint Secretary. 


Para 68.-— Information regarding the balance of spares in the 
Central Tractor Organisation was promised in the Ministry of Agri- 
culture’s note dated the 4th October, 1956, submitted to the Public 
Accounts Committee on the above subject. The balance of spare 
parts for each year is indicated below: — 

Rs. 


1951- 52 

1952- 53 

1953- 54 

1954- 55 

1955- 56 


79,07,021 

95,54,033 

1,13,22,822 

1,11,69,765 

95.09,746 


The above note has been vetted by Audit. 

The 9th March. 1957. K. L. MEHTA, 

Joint Secretary. 


Para 71. — In the statement, dated 4th October, 1956, submitted by 
the Ministry of Agriculture to the Public Accounts Committee, it was 
mentioned that a reply to this paragraph would be sent separately. 
The question of interest charges on the C.T.O’s. dues outstanding with 
the various State Governments was reviewed recently and it was 
decided that the State Governments should be called upon to pay 
these charges. The case was taken up with them some time ago and 
it is hoped it will be finalized shortly. 

The 9th February, 1957. R. L. MEHTA, 

Joint Secretary. 



APPENDIX ‘A’ 

No. F.3-1/56-CDN. 

Government op India 
CENTRAL TRACTOR ORGANISATION, 

New Pusa, New Delhi-12. 

Dated the 16th July, 1956. 
ADMINISTRATIVE ORDER (PART ‘C’) No. 17/56. 

Monetary limits for stores etc.: 

The question regarding the fixing of monetary Limits for all 
categories of stores in the Central Tractor Organisation has been 
under active consideration for some time past. The following 
Limits suggested by the Chief Engineer are approved: — 

1. General Stores. Rs. 12,57,000. 

2. Petrol, Oils and Lubricants- Rs. 32,40,000. 

3. Tractor Spares; 

(a) Crawler tractor spares. Rs. 38,92,000. 

(b) Wheel tractor spares. Rs. 5,26,000. 

4. Implements spares. Rs. 11,05,000- 

5. Spared parts for power Control 

Units and land clearing equip- 
ment. Rs. 44,000. 

6. Vehicle spares. Rs. 9,24,000. 

7. Workshop stores- Rs. 48,600. 

These Limits will be operative for 1956-57 and will be reviewed 
again in April, 1957. 

Sd./- BHAGWAN SINGH, 

I.A.S. 

Chairman. 

Distribution: 

1. All officers in Central Tractor Organisation. 

'2. All Sections at Headquarters. 
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APPENDIX ‘B’ 

Statement showing the debits raised, amount realised and balance 
outstanding from State Governments on account of work done- 
by old Units of C.T.O. 


State 

Financial 

year 

Amount 
of debit 

Amount 
realised upto 
end of 1954-55 
by direct debit 
to State Govts, 

Balance due 
after 1954-55 

Madhya Pradesh . 

. 1947-48 

1948- 49 

1949- 50 

1950- 51 

1951- 52 

Supp. 

32,308-8 

4,06,484-5 

9,46,820-8 

5,32,225-4 

3,65,917-8 

7,68,687-0 


* « 



30,52,443-1 

30,52,443-1 


Uttar Pradesh 

1947- 48 

1948- 49 

1949- 50 

1950- 51 

1951- 52 
Supp. 

2,17,225-15 

5,22,432-4 

7,50,435-0 

4,28,521-0 

1,30,563-12 

6,11,437-8 

2,17,225-15 

5,22,432-4 

7,50,435-0 

4,28,521-0 

1,30,563-12 

3,81,438-12 

(fl) 



26,60,915-7 

24,30,616-11 

2,30,298-12 

Madhya Bharat . 

1948- 49 

1949- 50 

1950- 51 

1951- 52 
Supp. 

28,101-8 

68,038-8 

1,07,050-4 

97,278-12 

1,00,635-0 

80,000-0 




4,01,104-0 

80,000-0 

3,21,104-0 

Bast Punjab 

1948- 49 

1949- 50 

1950- 51 
Supp. 

1,03,472-8 
1,84,772-8 
1 , 57 , 055-8 
M 7 , 907-8 

1,03,472-8 

1,84,772-8 

1,57,055-8 

w 



5,93,208-0 

4,45,300-8 

1,47,907-8 

Bhopal 

1950- 51 

1951- 52 
Supp. 

23,549-4 

1,23,486-4 

24,572-8 


1,71,608 



1,71,608 



Grand Total 

* 

68,79,278-8 

60,08,360-4 

8,70,918-4 


(a) The debit has been accepted by the State Government, but has- 
not yet been credited to C.T.Os’ account. 

(b) This amount is to be credited to C.T.O’s account in accounts for 
1955 - 56 . 
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APPENDIX ‘C 


Working hours of old Units 


Jttar Pradesh 


1950-51 ■ 

30,546 


1951-52 . 

Il,o ^3 


Madhya Pradesh 

1950-51 ■ 

50,581 


1951-52 . 

28,514 


Bhopal. 

1950-51 . 

9,862 


1951-52 . 

7,178 


Madhya Bharat 

1951-52 - 

4470 



Loss on Old Units 

1950-51 . 

11,00,696 

Old units worked 90,989 hours and the 
working cost comes to Rs. 29. 5 as 
against the rate of recovery Tls. 17.5 

1951-52 • 

3730>195 

Old Units worked 54,225 hours and the 
working cost comes to Rs. 24.90 is 
against the rate of recovery Rs. 17.5. 


41,630 

Maikala operations. 


14,72,521 
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F. No. 7-58/57.LR 
Government of India 

MINISTRY OF FOOD AND AGRICULTURE 

(Department of Agriculture) 

New Delhi-2, 23rd April, 1958. 

Subject; Paras 74 ond 76 of the Sixteenth Report of the Public 

Accounts Committee. 

Para 74. — Disposal of surplus stores in the Central Tractor 
Organisation: 

In a note furnished by the Ministry of Food and Apiculture to 
the Public Accounts Committee on 4th October, 1956, it was men- 
tioned in reply to para. 74 of the Sixteenth Report of the P.A.C. that 
the figures of disposals etc. for the years 1955-56 and 1956-57 were 
not vetted by audit. 

The details of sales of surplus stores (including capital equip- 
ment) and the profits made thereon during the year 1955-56 are as 
under: — 


Description 


Sale 

Value 

Book 

Value 

Profit 



Rs. 

Rs. 

Rs. 

Capital assets 

Tractor spares 

Kon-txactor spares 
Miscellaneous stores 

• 

• 4 >^j^ 3 o 

2,67,667 

15,555 

2,20,370 

3,77.669 

1,68,845 

9,512 

63,520 

82,561 

98,822 

6,043 

1,56,850 


Total 

9,63,822 

6 , 19,546 

3,44,276 

The details of sales of surplus stores (including capital equip- 
ment) and the profits made thereon during the year 1956-57 are as 
under; 

Description 


Sale 

Value 

Book 

Value 

Profit 



Rs. 

Rs. 

Rs. 

Capital assets 

Spare parts and General stores 
Other stores 

• 

8,07,921 

7,43,633 

2,89,350 

6,12,272 

5.54,062 

1,261 

1.95,649 

1,89,571 

2,88,089 


Total 

18,40,904 

11,67.595 

6,73,309 


The value of stores declared surplus during the year 1956-57 
amounted to Rs. 22,47,291. 
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Para. 76 . — Financial implication of the utilisation oj old tractors: 

The position of losses relating to the operations of old units as 
on 31st March, 1956 and further development during 1956-57 are 
shown below; 


Rs. Rs. 

CA) Loss on account of old unit as on i-4-i9S4 14,72,521 

Less loss relating to the Maikala operations since 

recovered 40,068 

fialctnee ........ I4>32,453 

(,B) Profit on sale of old capital equipment ujto 

1954-55 9,57 j 207 

Profit on old tractors during 1954*55 • • 33>62o 

Profit on old capital equipment during 1955-56 . 943464 


10,85,291 

loss or. sale of old tractors (1955-56) . 25,762 10,59,529 


Balance 3,72,924 


(C) Profit on sale of old capital equipment in 1956-57 1,44,763 

Profit on sale of old tractors . . . 9,362 


'D) Profit on sale of Caterpillar tractor spares during 

1956-57 3,24,532 


3,78,657 

3,78,567 

Net profit earned as on 31-3-1957 .... 5,733 

It will be seen from the above that the uncovered loss of 
Rs. 3,72,924 as on 31st March, 1956 has been made up during the 
year 1956-57. Further, in addition to the profits shown above, 
profits have also been earned by the sale of old spares during the 
year prior to 1956-57. But it is very difficult to work them out at 
this stage as the sale of both old and new spares is accounted for as 
one item in the proforma accounts and it would involve a lot of 
clerical labour to work out profits for old and new spares separately. 

This note has been seen by the audit. 


KRISHAN CHAND, 

Joint Secretary 



APFKNDIX XXXV 

No. 7-50/67-LR 

New Delhi-2, the 13th December, 1957. 

Note from the Ministry of Food and Agriculture (Department of 
Agriculture) pursuant to action taken on para 65 of the Sixteenth 
Report regarding payment of unnecessary commitment charges. 

Question: A note regarding the disposal of spare parts of TD-9 and 
HD-5 tractors and value of spare parts held up with the Government. 

16 TD-9 and 16 HD-5 tractors were purchased in 1952-53 from 
M/s. Voltas and M/s. P. B. Patel & Co. respectively. The Public 
Accounts Committee asked on 6th November, 1957 whether any 
spare parts had been received with these tractors and whether 
these had been disposed of. The position is as follows: 

HD-5 tractors were not used at all and wero sold to Bhopal 
Government. 

As regards 16 TD-9 tractors, these were disposed of as under 
after a little use: 

(a) 7 tractors to C.M.F., Jammu. 

(b) 9 tractors to C.M.F., Bhopal. 

No spare parts were purchased along with any of the above 
two makes of tractors. There have, however, been some purchases 
of spare parts for TD-9 tractors, since these tractors were used by 
C.T.O. for some time. In all 66 items of TD-9 tractor spare parts 
were purchased. Out of these items nominal stocks against 18 
items are now left with the C.T.O. and the balance have either been 
consumed or disposed of. The book value of the remaining parts 
of TD-9 works out to Rs. 2,273/-* and efforts are being made for 
their speedy disposal. 

AMEER RAZA, 
Joint Secretary. 

*Note: In the advance copy of this note furnished to the Lok Sabha 
Secretariat on lltn November, 1957, the number of items 
of TD-9 tractor parts in stocks was shown as 19, with a 
book value of 2282.37 nP. This included a part 
(Generator Belt Part) which has been since disposed of. 
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APPENmX XXXVI 
No. 7-28/57-LR 

New Delhi-2, the 20th February, 1958. 

Note from the Ministry of Food and Agriculture {Department of 
Agriculture) pursuant to action taken on para 75 of the 
Sixteenth Report regarding fixation of monetary limit of stores 
to be held by the C.T.O. 

'Question: What is the Government’s decision regarding the refixa- 
tion of monetary limit of stores to be held by the Central Tractor 

Organisation? 

In the note furnished to the Public Accounts Committee on 
'24th August, 1956 regarding the fixation of overall maximum limit; 
for all categories of stores in the Central Tractor Organisation, it 
was mentioned that the limits mentioned therein would be revised 
in April, 1957. Subsequently, in Au^st, 1957, the Lok Sabha Sec- 
retariat raised the following points in connection with this note; — 

“It has been observed from the figures of maximum limits 
and the figures of actual consumption for 1955-56 that 
the figures of maximum limits are much more than the 
actual consumption and in some cases are 3 to 4 times 
in excess. The reasons for fixing the maximum limits 
at such high figures may please be intimated.” 

“It has been stated in the Note that the maximum limits 
fixed for stores have been approved for 1956-57 only 
and will be revised in April, 1957. It may please be 
intimated if the revision has since been carried out. 
If so, the revised figures of maximum limits and actual 
consumption during 1956-57 may please be intimated.” 

This point was again taken up by the Public Accounts Com- 
mittee in their recent sittings in early November, 1957. This note 
is in reply to the above questions. 

2. The maximum limits for stores of various categories for the 
year 1956-57 were fixed keeping in view the following factors: — 

(a) Value of present stocks held by the C.T.O. 

(b) Percentage of fast moving parts in the stocks. 

(c) The condition of the machines at the time. 

(d) Anticipated future purchases and consumption of the 

parts. 

On account of the reasons explained above, the maximum limits 
for stores of various categories for the year 1956-57 were deliberate- 
ly fixed in excess of the actual consumption during the previous 
years so that the Central Tractor Organisation should not be 
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reduced to the position of having to purchase spare parts at exorbitant 
rates once the spare parts in stock already were consumed or dis- 
posed of. Later experience has, however, revealed that the slow- 
moving items of stores which are in stock in the Central IVactor 
Organisation will not be useful from the point of view of the 
repairs that might have to be carried out on the tractors that are 
in use. In view of this, it has been decided to reduce the maxi- 
mum limits for stores for the current year in accordance with an 
administrative order (copy enclosed) issued on 26th December^ 
1957. The limits which have been prescribed for 1957-58 are based 
on the average of actual consumption of stores during 1955-56 and 
1956-57 — ^it was considered that the factor of scrapping of 34 tractors 
in 1957 was off set by the factor of the older condition of the remain- 
ing machines. The enclosed statement showing the figures of actual 
consumption and purchases for these two years has been vetted by 
audit. 

3. The maximum limits for the year 1957-58 were not fixed till 
the end of December 1957 on account of the reason that allocation 
of the tractor units for the season 1957-58 was not finalized earlier. 
Further it was thought desirable not to fix the limits for 1957-58 
before the basis adopted for the fixation carried out in the year 
1956-57 was accepted by the audit. 

4. While vetting this note, the audit have observed that the 
njaximum limits for stores of various categories for the year 1956- 
57 were not fixed in a scientific manner and that these were fixed 
on an ad hoc basis. It has been explained in paragraph 2 above 
that the limits fixed for 1956-57 were deliberately high so that the 
Central Tractor Organisation should not have to purchase spare 
parts at high prices after disposing of parts in their own stocks. 

This note has been seen by audit. 


KRISHAN CHAND, 

Joint Secretary. 



No. F. 3-1/57-Adm. Cord. 

Government of India 
CENTKAL TRACTOR ORGANISATION 
New Pusa, New Delhi-12. 

Dated the 26th December, 1957,- 
ADMINISTRATIVE ORDER (PART ‘C’) No. 29/57 
Monetary Limits for Stores etc. 

In supersession of Administrative Order (Part ‘C’) No. 17/56> 
dated July 14, 1956 the monetary limits for all categories of stores- 
in Central Tractor Organisation have been fixed as indicated here- 
under: — 

Rs. 


1 General & Workshop stores .... 2,30,000 

2 Petrol, Oils and Lubricants .... 23,60,000 

3 Tractor spares ; 

(а) Crawler Tractor spares .... 12,80,000 

(б) Wheel tractor spares .... 4,000 

4 Implements spares 3,00,000 

5 Spare parts for power control units and land 

clearing equipment 45, 000 

6 Vehicle spares 70,000 


These limits will be operative with immediate effect and remaiDk 
in force till further orders. 


Sd/- V. P. KAPUR, 

Chairmaik. 


Distribution : — 

1. All Officers in Central Tractor Organisation. 

2. All Sections at Headquarters. 
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SuHimimt showing the purchases and consumption of Stores^ spares and P.O.L, 
during the years 1955-56 a^ 1956-57, 


Particulars 


(a) General Stores 
'b) RO,L. 

ic) (t) Crawler Tractors 
(>*i) Wheel Tractors 
^<0 Implements 
le) Spares for PCUs 
J) Vehicle spares . 
Q) Workshop Stores 


1955-56 19 56-57 

Purchase Consumption Purchase Consumption 


Rs. 

Rs. 

Rs. 

Rs. 

2.32.917 

2,40,286 

2,29,973 

2,11,231 

21,97,770 

21,60,861 

16,16,911 

24.53438 

2542.742 

8,62,700 

2,85,371 

9.38.309 

1.78.829 

7,27,289 

. • 

539 

3,88,4^4 

15.706 

1,84.115 

. . 

53.883 

39.280 

35,921 

3,19,848 58,295 2,46,351 

Included in General Stores at (a) above. 

75,042 


Total , 


37392,064 45>25,989 32,70,119 39.87,899 





APPENDIX XXXVII 

No. 8-86/56-LR(II) 

New Delhi-2, the 11th February, 1958. 

Note jrom the Ministry of Food and Agriculture (Department of 
Agriculture) giving the views of the Government on observa- 
tions of the Committee in para 84 of their Twenty-third Report 
regarding collection of charges by the C.T.O. from State Govern- 
ments at a rate less than its actual cost of reclamation. 

1. In para. 84 of their 23rd Report, the Public Accounts Com- 
mittee have requested this Ministry to explain the reasons for the 
rate of recovery charged by the Central Tractor Organisation being 
less than the actual cost of operations in spite of the fact that the 
Central Tractor Organisation is a commercial undertaking. 

2. For operations with tractors and other equipment bought 
from the International Bank loan, a provisional rate of Rs. 52 per 
acre/hour was fixed on 13th July, 1950 in the beginning on the 
understanding that if the cost varied, the necessary recoveries from 
or payments to, the States would be made in due course. Thi-J 
position was made clear to the State Governments concerned. For 
the years 1949-50 to 1952-53, the rate of recovery was Rs. 52 per 
acre/hour while for the year 1953-54, the rate was Rs. 55 per 
acre/hour. The accounts of the Central Tractor Organisation for 
1953-54 disclosed a profit of Rs. 18'43 lakhs. The reasons for the 
surplus were; 

(i) the recovery rate for kans was maximum that year com- 
pared with the preceding and subsequent years the rate 
being Rs. 55 per hour/acre as against Rs. 52 for the year 
1952-53 and Rs. 40 for the year 1954-55 and Rs. 35 for 
the years 1955-56 and 1956-57. 

(ii) the output per hour ('91 acre) was the highest achieved 
by C.T.O. 

(iii) the number of hours worked was also very high. The 
total hours worked and the output per hour dxiring 1950- 
51 to 1956-57 were as under; — 



Total 

Output! 


hrs. 

per hour 



Acre 

1950-51 • 

2,29,844 

•87 

1951-52 • 

. . . 4,18,860 

•90 

1952-53 • 

4356>370 

•86 

1953-54 • 

4,80,216 

*91 

1954-55 • 

3 j 66,040 

•87 

1955-56 . 

2,69,728 

•84 

1956-57 . 

» • • 92>66,4 io 

*73 
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(iv) With elfect from 1953-54, the expenditure on ordinary 
repairs was also debited to the Repair and Renewal Re- 
serve Fund and not to the Reclamation Operations 
Account which was the practice till then but which 
practice was revised with effect from that year as it was 
found that the provision which was being made for 
repair and reserve from year to year was far in excess 
of actual expenditure on repairs and renewals. 

(V) A statement comparing the actual cost of reclamation 
with the rate at which recovery was effected from State 
Governments for the years 1947-48 to 1956-57 is attached. 
(Enclosure I). 

3. The prices of Agricultural commodities during the years 1950- 
51 till 1953-54 were reasonable and there was little or no difficulty 
in getting suitable land for reclamation. In 1954, due to fall in the 
prices of agricultural commodities, the State Governments were 
opposed to giving work to the Central Tractor Organisation at the 
then existing rate as the cultivators were not willing to pay a higher 
rate. The rate for 1954-55 was accordingly fixed at Rs. 40 per hour/ 
acre, on the 5th March, 1955 and it was decided on 24th February, 
1954 in consultation with the Ministry of Finance and the Planning 
Commission that the loss would be met by the Central Government. 
In 1955 the State Governments requested for a further reduction 
in the rate on the ground that the cultivators did not want the 
Central Tractor Organisation to reclaim the lands at the existing 
rates on account of the then prevalent low prices of foodgrains. It 
was accordingly decided on 19th March, 1956 to reduce the rate 
to Rs. 35 per acre/hour in case of reclamation of kans-infested lands. 
These rates have continued for the year 1956-57. 

4. The Government agreed to meet the loss incurred by C.T.O. 
on account of the low rates of recovery in respect of Kans Clear- 
ance on the condition that the net deficiency for all types of work 
for the years 1955-56 to 1957-58 would not exceed Rs. 50 lakhs and 
that every effort would be made to bring down the cost of opera- 
tions. Considerable economy by way of closing down of one of 
two workshops of C.T.O., abolition of certain posts and ban on 
further recruitment has Ween effected in the Central Tractor Orga- 
nisation consequent upon this. The deficiency in the accounts 
during the period 1955-56 to 1957-58 is as follows: — 

Rs. in 
Lacs 

*955*5® • • • • • 45 

*956-57 . • . . • 27'55 (Provisional) 

1957-58 ..... a* 71 (Estimates) 


75-26 


However, as against the above operational loss there has been a 
profit of Rs. 7,20,857 during 1955-56 and 1956-57 out of sales of sur- 
pltis capital— Equipment and other stores. 
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The year-wise break up of the latter is as under: — 

Profit from the sales of surplus equipment 

and other stores during 1955-56 .. Rs. 3,35,637 

Profit from the sales of surplus equipment 

and other stores during 1956-57 . . Rs. 3,85,220 


Total . . Rs. 7,20,857 


5. The reasons for the estimates of deficiency (made at the time 
of fixing the rates at Rs. 35) proving short were as follows: — 

1. The estimate of working hours was in excess of the actuals 


as shown below: 

Working hours 



Original Revised 

Estimates Estimates 


1955-56 .... 

3 ^ 19,093 2 , 69,728 

(Actual) 

1956-57 .... 

3 , 50,880 2 , 66,410 

(Actual) 

1957-58 .... 

3>53»4I^ 2 , 41,868 

(Estimates) 


The reasons as to why the actual working hours fell far short of 
the estimates are indicated in the attached note (Enclosure II). 


2. It was estimated at the time of the lowering of the rates of 
recovery, that the actual cost of operations will be of the order of 
Rs. 40 to Rs. 32' 3 per hour respectively but it was dependent on the 
following changes in the accounts procedure suggested by the 
Central Tractor Organisation: — 

(i) The life of D -8 tractors was proposed to be increased from 

10,000 hours to 12,500 hours for purpose of depreciation; 
the life of ploughs was proposed to be increased to 5 
years from 4 years; similarly for Oskosh equipment, the 
life was proposed to be increased to 7 to 8 years from 4 
to 5 years. 

The savings from these changes were estimated at Rs. 6 
lacs. 

(ii) The provision for repair and renewal reserve was pro- 

posed to be reduced to 75 per cent, from 100 per cent. 

The saving estimated from this was about Rs. 20 lacs. Two 
statements showing how the savings of Rs. 6 lacs and Rs. 20 lacs 
(round) referred to above have been calculated are enclosed. 
(Enclosures III and IV). 

Since these changes were not effected the estimates of deficiency 
were exceeded. 

6 . The note about economies effected in the Central Tractor 
Organisation (referred to in para. 84 of the 23rd Report of the 
Public Accounts Committee) has already been submitted to the 
Lok Sabha Secretariat on 4 th July, 1957 after it was vetted by 
audit. 

This note has been seen by Audit. 

KRISHAN CHAND, 

Joint Secretary. 
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Enclosure 11 

Note in explanation of para. 5: (The reasons as to why the actual 
working hours fell far short of the estimates)- 

The original estimates were prepared in P'ebruary 1956 and were 
based on many assumptions. The shortfall has occurred due to 
these assumptions not coming true. The position is explained 
below: 

1. The distribution of units envisaged and the actual distribution 
during the operation seasons 1956-57 and 1957-58 are different. 

No. of units 


1956-57 

1957-58 

(Upto March 
58) 

Planned Actual 

Planned 

Actual 


Kans 

TO 

11 

3 

8 

Jungle Clearance 

4 

3 

4 

3 

I^nd Development 
levelling 

2 

2 

4 

3 

i 


16 

16 

II 

15 


2. The location of some of the units had also to be altered as a 
result of (1) above. 

3. The average number of hours per unit per season (financial 
year) during the seasons 1956-57 and 1957-58 in Kans clearance, 
Jungle clearance and Land Development Operations was assumed 
as under; — 

hrs. 

Kans clearance 22,500 

Jungle clearance (Assam) . . . iS,ooo 

Laml development . . . 25,718 

These figures were the averages in the various operations during 
the previous seasons and thus had taken into account the vai'ious 
factors prevailing then. For the season 1955-56, they were worked 
out taking into consideration the circumstances prevailing then. 
This is explained in the following paragraphs. 

4. In the previous seasons, in Kans Clearance, the clearance 
operations used to be started by the middle of October and plow- 
ing operations by 1st January. However, during the seasons under 
consideration this was not possible. During the season 1955-56 
there was a controversy about the rates to be charged to the State 
Governments in Kans clearance. The State Governments wanted 
the rate to be brought down to Rs. 35 per acre/hour. The Gov- 
ernment of India were greatly concerned about the extent of sub- 
sidy that would be required by the Organisation and considered the 
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issue in all its aspects for three to lour months. This stalemate 
caused on account of the non-finalisation of rates resulted in the 
late start of operations in some units. The rates were finalised 
only on 19th March, 1956 and the units in former States of Madhya 
Pradesh and Madhya Bharat started only by the last week of 
March. The other units in Uttar Pradesh and Bhopal had, how- 
ever, started operations in the month of December. This meant 
that major portion of the season had been lost. 

During the season 1956-57 the ban on Rabi sowing was not en- 
forced by the State Government. The entire pre-harvest period 
therefore could not practically be utilised for plowing in most of 
the units. 

5. Average figures of output per unit given above have taken 
into account the operation of the Bonus system. However, during 
the season 1955-56, in view of the fact that future of the C.T.O. 
was decided only in March, the bonus proposals could be finalised 
and announced to the units only by the middle of May. This had 
adverse consequences on the output. During the season 1956-57 the 
workers of the Central Tractor Organisation deliberately adopted a 
go-slow policy. The bonus scheme was not made use of to the usual 
extent by them nor did they take advantage of the scheme for 
payment of overtime wages for work done on Sundays and Gazetted 
holidays. The practice during the previous seasons for the workers 
was to work on alternate Sundays and Gazetted holidays and earn 
the overtime wages. This attitude of the workers was also res- 
ponsible for the non-achiev^ement of the expected hours of work 

6. During these seasons there were frequent interruptions in 
the operations due to abnormal rains In certain cases the late 
winter rains had delayed the start ox operations. 

7. The lands offered for reclamation during these periods were 
those which had earlier been rejected as being not fit for reclama- 
tion on account of the heavy clearance that would be required. 
This had consequent adverse effect on the operations. 

8. The non-availability in India of the spare parts required 
in the repair of tractors was another factor in the non-achievement 
of the expected figures of hours of work. 



Enclosure III 


Statement showing provision /or repairs and renewals reserve 
account on the existing methods of 100% of depreciation and 
the proposed revised method of 75 per cent, of depreciation. 


Existing Proposed Sa\ ing 

Year method method 


1955 - 56 

1956- 57 

1957- 5H 


35,89,690 

30 ) 49.399 

20,20,881 


« 6 , 59.970 


26,92,268 

22,87,049 

15,15.661 


64,94,978 


8,97,422 

7,62,350 

5,05,220 


21,64,992 
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APPENDIX XXXVIII 


No 7-48/57-LIi 

New Delhi, the 8th December. 1957. 

Note frotn the Ministry oj Food and Agriculture (Depai tvient of 
Agriculture) regarding rata charged by agencies other than the 
C.T.O. fur the type of work done by the CT.O. under para. 84 oJ 
the Twenty-third Report 


Question: Rates charged by agencies other than the Central Tractor 
Organisation for the type of work done by the Central 
Tractor Organisation. 

In the meeting of the Public Accounts Committee held on the Gth 
November, 1957 the Chairman of the Committee asked for information 
about rates charged by agencies other than the Central Tractor 
Organisation. Tractoiusation schemes are being run by a few States 
e.g., Punjab, U.P., M.P., West Bengal, Bombay, Madras and Mysore, 
but generally speaking the tractors with the State Governments are 
not as heavy as those with the Central Tractor Organisation and the 
work done by them is also of a lighter nature. These States are also 
not keeping commercial accounts of their reclamation schemes with 
the result that suitable data for comparison with the Central Tractor 
Organisation’s co.st is not available. The information available about 
the rates charged by State Governments is for 195.3-54. The rate 
charged by the Bombay Government for deep ploughing upto a depth 
of 12" to 14" was Rs. 30 per acre. The former Madhya Bharaf Gov- 
ernment also charged Rs. 30 per acre while the Punjab Government 
charged Rs. 35 per acre for ploughing of Banjar land upto a depth 
of 6" to 12" 

The rates charged by the Central Tractor Organisation for kans 
clearance work which normally involves ploughing (to a depth of 
12" to 14") from the year 1952-53 are given below: 

1952- 53 Rs. 52 per acre. 

1953- 54 Rs. 55 per acre, 

1954- 55 Rs. 40 per acre. 

1955- 56 onwards Rs. 35 per acre. 

2. The Pepsu Government launched a scheme of land reclamation 
by tractors to be executed by private agencies under the Second 
Five Year Plan. The rate of recovery per acre under the scheme is 
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understood to be Rs. 100 per acre, the break-up of which is given as 
follows: 

Rate per acre. 


1. Clearance of Jungle trees and bushes including 
stacking upto a depth of 18" below ground 


level. 1 


Rs. 56 

2. Ploughing upto a depth of 6" 


Rs. 26 

3. Discing upto depth of 6". 


Rs. 10 

4. Heavy planking (Sohaga). 


Rs. 5 

5. Expenditure on staff, etc. 


Rs. 3 


Total 

Rs. 100 


This is as against the Central Tractor Organisation’s charges of 
Rs. 50 per hour for jungle clearance work. Foi' clearing the jungle, 
the Central Tractor Organisation spends on an average between 5 to 
6 hours per acre in places other than Assam. In Assam the Central 
Tractor Organisation tractors take some 6 to 8 hours in clearing an 
acre. The rate charged from the Assam Government for jungle 
clearance work is Rs. 315 per acre. ' 

This note has been seen by the Audit. 

AMEER RAZA, 
Joint Secretary. 



APPENDIX XXXIX 

Statement showing action taken by the Ministry of Food and Agri-- 
culture (Department of Agriculture) on the recommendations 
of the P.A.C. made in their Twelth Report regarding Pashabhai 
Patel Implements case. 


Si. Recommendations of P.A.C. along 
1^0. with the numbers of the relevant 
paragraphs of the Committee’s 
Report 


T 2 


i Paras 4 Sc H of the Report : 

The P.A.C. have referred to the 
question of (jovernment deci- 
sions on the recommendation 
made in the report submitted 
by Shri Divatia. 


Action taken Remarks, 

if any 


3 4 


The Govt, of India have examined all 
aspects of the matters, and have come 
to the following conclusions : — 

(7) The material available is not 
sufficient to sustain criminal char- 
ges against any of the parties 
concerned, and no useful purpose 
will be served by initiating, at 
this distance of time, any police 
investigation to obtain further 
material, if any, of an incriminating 
nature against the persons respon- 
sible for the transaction. 

(«) As for Civil Action against the 
firm, since the liability of the 
firm to make good defects, etc. 
is limited, under the terms of the 
relevant contract, to a period of 
one year from the date on which 
the implements are taken over, 
Government do not have sufficiently 
strong case to go to a Civil Court 
or aibitartors. 

{ill) As for Departmental action against 
the officers concerned, two of the 
officers mainly concerned have 
since retired. One officer has 
died. Under existing rules the 
pension of retired officers cannot be 
withheld or reduced. The ques- 
tion of amending the pension 
rules with a view to taking action 
in such cases is already under con- 
sideration of Government. It 
is also being examined whether 
the rules should be amended 
with retrospective effect. Two 
other officers who were involved in 
this have also retired. One 
officer was dismissed from Go- 
vernment service subsequently in 
some other case. 
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Three officers were warned for not doing 
Iheir duty mere vigilantly. A more 
drastic punishment for them was n.*'t 
considered justified in the circums' 
lances of the case. Another officer 
migrated to Pakistan at the time of 
Partitkin, 

As regards the remaining oificers it was 
not considered necessary to take any 
disciplinaiy action against them con- 
sidering ail the circumstances of the 
ease. 

It was decided that in the circumstances 
it would be best if the matter is settled 
out of court with the firm. 

Accordingly, after discussions with the 
film, it was decided that a sum ol Ks. 
3o5^^50 should be accepted from the 
firm to meet the cost of rehabilitation 
of the implements, in final settlement 
of the case in as far as they (the firm) 
arc concerned. I’he amount has 
already been recovered from the 
firm. 

All Ministries, subordinate offices etc. of 
Govt, have been asked to exercise 
special care m their dealings with 
the firm of Pashabhai Patel & C<^, 
cspccialK if they desire to place orders 
for locally fabricated articles. 

2. Paras 4 and lo : 

250 implements of each of the five types 
indicated below were manufactured 
and supplied by M S Pashabhai 
Patel & Co : — 

’i'he following arc extracts from 
the report : — 

‘‘The Sub-Committee aPo re- Mouldboard Ploughs. Dijc Ploughs. Pan- 
gret tliat Government have breakers. Disc Ilairows, One Waj 
not so far been able to apprise Discs, 
them of the final decision 
taken on the recommenda- 
tions made in the report oi 
Mr. CiirspCTger, P.A.O. Ikx- 
perr, a copy of which was 
made available to the Com- 
mittee in Febiuary, 1954.** 

I'he F.A.O. Itxpvit, Mr. Girspcrgcr, 
recommended modification of all 
implements except the one Way Disc. 
With regard to the One Way Disc, 
the Expert expressed the opinion that 
it wcjuld be uneconomical to modify 
them. 'Phis conclusion wa.s arrived 
at by the Expert after trials conducted 
in New' Delhi. 

*‘Ihe Sub-Commiitee have not so The type of the implements and the ap- 
far been informed of reports proximate number of each type 

received on the working of these which can be modified, according to- 

modified implements.*’ the recommendations of F.A.O. expert,. 

are indicated below 



191 




“The h'xpcrt hns also suggested 

that all State AgiicuUiiral D( - 

V)artmcnts should be furnished Implement dotal No AppiriMmaic 


with copies of the ‘'pcc.ificati' n. Purchased Ko, capable 

etc. of these implements and (d reh.abi' 

they should be urged to cover litafun. 

their rcquircmcrts Irom the 

slocks av'eidablc with t)k‘ C.T.O. Disc Plough 250 220 

It IS not knoi^n 10 the Sub-Cdmi- Mould b< sard Plou-di 250 150 

mittcc w'hcthcr any aclicui has DisclUrP-w . 2*^0 220 

been taken by the Govcinment Panbreakcr 250 220 

to implement this suggestion of 

bxpert.’" 


After the departure of the F.A.O. Hxpert 
It was decided to carry nut further 
extensive trials in the field. A few^ 

implomcnfs of rh vTrious s were 

modified accvi'dijm to the recommen- 
dations (»f the Kxperi and sent for 
field trials with the C.l'.O.’s tractor- 
units. A few implements were also 
sent for trials to State Go\’ernmcnrs 
and some firms. The table below 
indicates the number of implements of 
varDus types which were modified : 


Implement 

I'otal 

No. 

Modified 

Aiould board Ploughs 

2 

Disc Harrows 

2 

Panbreakers 

9 

Disc Ploughs . 

19 


The total number of implements recom- 
mended for moditicuiion by Air. Girs- 
perger was 810. The position regar- 
ding the remaining iqo (4X250 minus 
810) implements is as follows ; — 

No. damaged beyond repair 12 1 

No. sold (;.c., those sold from 
the implements modified by Mr. 
Girpserger himself and tliose 
sv>ld pIevlou^l\) 42 

No. previously dismantled and con- 
sumed 27 
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T he total expenditure on modification of 
the 32 implemcius was Rs. 83,076/-. 
Separate figures of expenditure for each 
type of implement are not available. 

Conclusions from the test reports received 
in respect of each of the types of imple- 
ments modified arc given below : — 

Disc harrozv : Very little modification is 
required and this implement can be 
used with advantage for follow-up 

cultivation. 
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Mouldboard Plough: This can be used, 
after modification, for follow-up cutfi- 
vation. 

Panbreaker: This is a useful implement 
for arresting Kans re-infestation in 
cultivated soils and as such can be used 
by firms with advantage. 

Disc Plough: Although there were a few 
breakages in these implements they com- 
pare favourably with other makes of the 
same type of equipment. 

Circular letters were issued by C.l’.O. 
to 23 officers i’tf various departments of 
the State Governments offering for 
sale the different types of Pashabhai 
implements. 21 Officers have sent 
their replies stating that they are not 
interested in purchase of implements. 
Against a few demands received from 
certain departments of the State Gov- 
ernments and private parlies, the follo- 
w'ing implements have been sold. Sale 
price noted against each : — 


Disc Harrow 1 1 

Disc Ploughs 17 

Panbreakers . 6 

Mouldboard Ploughs 8 
Disc-t filers 34 


Rs. 

24»<^H7 12 o 
72.720 o o 
32,592 o o 
49.490 o o 
1,11,471 o o 


Total 76 2.90,960 12 o 


Of the 76 implements referred to above 6 
pan-breakers, one Disc Harrow and one 
Disc Plough were sold after modifica- 
tions and the remainmg were sold in 
their original form. The sale of the 
implements has resulted in a profit of 
Rs. 11,032/- the book value being Rs. 
2,59,159-12-0 and the cost of modifi- 
cation Rs. 20,769/-. The exact cost 
of modification for individual imple- 
ments is not known. The total cost 
of modification of 32 implements was 
Rs.83,076/- and the figure of Rs. 20, 769/- 
is 25% of the total cost, the number of 
modified implements sold being eight. 


3. Para 5: 

“In the circumstances, the sub- 
committee can do no more than 
to express their disapproval of 
the delay in arriving at Govern- 
ment decisions specially in the 
matter of taking of disciplinary 
action against the officers res- 
ponsible for committing the 
following alleged important 
types of irregularities : — 


As the efforts made by C.T.O. to dis- 
pose of implements have not been very 
successful, new steps for quick dis- 
posal through the agency oft he Director 
General of Supplies and Disposals arc 
now under consideration. 
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(i) Selection of contracting It was because the implements were not 
firms without inviting ten- readily available in fc^reign countries 
(J.jrs; that the Govt, of India decided to 

get the same manufactured locally. 
Several Indian firms were then con- 
tacted but the choice finally fell on 
M/S Pashabhai Patel & Co., Ltd. 
This firm had indicated at that time 
that they would be getting the technical 
assistance of a leading U.S. firm of 
agricultural machinery manufacturers. 
The decision to place the order on 
M/S Pashabhai Patel 6c Co. w^as a 
joint decision of the Ministries of Agri- 
culture, Supply and Finance. As 
already slated before placing orders 
on this firm, enquiries were made cl 
other manufacturers of agricultural 
implements, but their response was 
poor. It is now felt that as this was 
a completely new line and Messrs. 
Pashabhai Patel had no greater pre- 
vious experience of such manufactures 
than other possible suppliers in the 
country, it would have been more 
satisfactory to have called for tenders 
in this case. 


.(»7) Drawing up of contracts in Although the firm’s assurance regarding 
vague and indefinite terms blue-prints etc. was one of the consi- 

and failure to embody in the derations which weighed with Gov- 

contract the assuiancc given ernmeni in selecting the firm, the 

by the firm to obtain the omission to embody the assurance in 

blue prints, drawings and the contract is not serious for the fol- 

lechnical assistance frvin low'ing reasons : — 

ihcir American principals, 

Messrs. Allis-Chalmers Cor- A. The final choice of most of the 
poralion, implement s was not for types similar 

to those manufactured by M/S. 
Allis Chalmers Corporation, 


r til) Failure on the part of the B. At the time of final negotiitions 
Director General, Supplies with the firm by the three Minis- 
and Disposals to take stii- tries it was known that the firm did 

cter gUArantees from the not have in wanting any promise of 

supplying firm about techni- tcchnicial assitnnceetc., from the 

cal advice etc., the firm had U.S. firm, and it was no doubt 

no previous experience of considered that Government inter- 

manufacturing implements. cstsw'ould be adequately safeguard- 

ed by the conditions in the contract 
stipulating production of accept- 
able advance samples. The fact that 
the condition in the contract 
regarding production of acceptable 
advance samples was not enforced 
was due to lack of adequate vigi- 
lance on the part of Government 
OjOacers concerned andthis has been 
commented upon separately in reply 
to item I above. 



(/?;) Lack of c i* ‘n bci- 

wccp li'ic indenting and sup- 
plying dep irCmcntsiind e^pc- 
Cially bsJtwecn che t vve^ I'inan- 
cc c ) dice r ^ ^ ac lied r . > c heso 
departments m rJie miUfer ^>1' 
price fix It i<'n. 


(?0 ChaTigmg (>f specific, lions 
from time to time vvilhcut 
(Xdcuiating the cficc* t t this 
change <jnthe ultiniarccost ot 
r h c con t r ac r a n e? n o t ft nal i s i n g 
them befv)re tlie placing cf 
indent. 


(iiL Undue indulgence shown 
by the Director General, 
Supplies and Disposals in 
n‘U enforcing the rem'^dic'' 
provided under i he conract 
when there was clear breach 
of several terms of the con- 
tract*’. 


CircaU! s\’-‘'rd5r: ii' r> will I c trh iced in 
tutui-e ly insisting on iicsh liiun.cij 1 
concuriei.ct* \\hene\tr ti e (^ngin:! cs- 
f nil 'ted ; * f ai- mde n i'. snbst iipi ialh 
exceeded. I^ven iinn'cr existing rules 
such c 'nMili at ion is « bligat orv w hen the 
original coimari is cxcecilcd by 
d*his rule will be ^t^icr]y erdorced in 
future. 

Reference has been made i o t bis m para 3 
of the Chairman, P.A Cb's note presen- 
ting the report also. It has been stated 
there that the Committee observe that 
this (changing o( spv-cdicat ii>rs frimi 
time to time . is a very sern us 1 >pse t n 
the part ot the indenting as well as the 
supplying departinems and should lie 
severely dealt with. 

Ihie miin , esponsihili: y in die mattei is 
that of an oiiiceroi t lie Ministryi'l Foi^d 
and Agriculture who has since reiired. 
Under exist mg rules acfi< n is possi- 
ble against the officer. 'I'fic question 
of amending the pensi-n rulis \Mrh a 
view to taking action in such cases is 
already under co isiderat ion iq' (ioverii- 
metu. It is alsvi beii'g exam mod whe- 
ther the rules should be amended witli 
retrospective effect . 

'Fhe position in t his regard, as ascert aine 
from the Mini an of VC’ojks, Housing 
Supply, is as folk>ws 

‘'Alrb.ough the contract j^rovidcd that 
the delivery .igairon all the items 
was r o he c- mipletsxl wif hin a certain 
specified date, thi, wa' not 
pos^ibIe due t<' the t<‘l]owing rea- 
sons : — 


a) Aircraft b'acrory at pot na which 
was originally jnterded to be 
given to the firm for carrying 
out manufacture of the irnpl - 
ments was not available ard as 
such another I’acK'ryvas Icaj-ed 
out to tlie Firm ‘m 1-3-1947. 

(b) Non-availability of requisite 
quantity of steel, bolts, nuts, 
etc., in time. 

(c) The delivery programme was 
upset as the order of priority ori- 
ginally indicated by the indcnior 
was subsequently changed as a 
result of which the Firm had to- 
suspend manufacture of somr 
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Para 1 1 During their visit to the 
Central Trictor Organisation 
Workshops at New Delhi and 
Hairagarh T Bhopal), the Sub- 
Cornmitrec saw how the Pasha- 
bhai implements were King 
idle there and rusting with the 
efflux of time. A large nunibci 
of these imp’emenls v>ere lying 
exposed to the inclemencies of 
the weather. 

‘5. Para I2 : The Carntrai Iractoi 
Organisation should not proceed 
with the wholesale rehabilitation 
of these implements until the 
utility of the rehabilitated imple- 
ments has been established and 
the State Governments place 
firm orders for their purchase. 

** 'Government should arrive at an 
early decision in this matter as 
they (the Public Accounts Com- 
mittee) feel that it is unfair to 


3 4 


items and switch over tt> the 
production of some other items. 

{d) Modification in the design of the 
implement by the indentor in res- 
pect of all the Items which alst? 
involved provision of extra quan- 
tity of steel. 

(g) Necessity for replacement of 
a large number of parts of ma- 
chines leased out to the firm by 
the Governrpent also interrupted 
production of certain items. 

In view of the above, the remedies 
provided in the contract, namely — 

{a) imposition of liquidated da- 
mages, 

(^) risk purchase, and 

{c) cancellation of contract for 
delay in supply, 

could noi be enforced. Strict 
enforcement of the terms of 
contract in this respect was also 
not considered advisable, parti- 
cularly as the Firm w'cre ma- 
nufacturing these implements 
for the first time in the country’*. 
As regards non-cnforccmcnt. 
of remedies under the other 
alleged breaches of the con- 
tract, attention is invited to 
the remarks under S. No. i and 
clause B of the remarks under 
S. No. 3 above. 

The implements are cither siv)rcd at the 
Central vStores Depot of the Central 
Tractor Organisation at New Delhi or 
at Bairagarh, and on account of paucity 
of covered accommodation at both 
these places, t hey arc lymg in the open. 


Recommendation accepted. 


Government have decided to exclude 
from Central Tractor Organisation's 
reclamation charges the interest on ca- 
pital invested in the purchase of the 
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the cultivator to include the 
amount of interest on the capital 
invested in the purchase of Pa- 
shabhai implements in the cost 
per acre for reclamation of land 
recoverable from him/’ 

6. Para J3 :* The Sub-Committee 
regret to observe that the Minis- 
try of Works. Housing and Sup- 
ply have not only taken too 
lenient a view in awarding con- 
dign punishment to the ofheers 
who had been guilty of dereliction 
of their duMcs. bu have sough: 
to shift the responsibilitv on t<' 
the Ministry of Food & Agricul- 
ture. They would draw attention 
to para 33 of the First Report of 
the Public Accounts Committee 
criticising the lack of co-ordina- 
tion between the various Minis- 
tries and strongly urge that this 
case should be reconsidered by 
both the Ministries and the 
action taken by them against the 
officers concerned be reported 
to the Public Accounts Commit- 
tee as early as possible. 


implements.'"^ The cost of the imple- 
ments has been transferred from Central 
Tractor Organisation accounts to a 
separate head under the Ministiy* of 
Food and Agriculture. 


The Ministry of Works. Housing & Sup- 
ply has been consulted in the matter. 
In coming to the decision that an oral 
warning would be adequate for the 
lapse on the part of the junior Inspecting 
Officer, that Ministry took into consi- 
deration various extenuating circums- 
tances. The Public Accounts (^>m- 
mittee had already been informed of 
these circumstances by that Ministry. 
One of the considerations taken into 
account by that Ministry was that 
having had no experience of the type 
involved in the Pashabhni Patel imple- 
ments transaction and not being in pos- 
session of complete specifications, the 
Inspecting Officers were guided by 
the technical experts of the Ministry 
of Food and Agriculture. This state- 
ment w^as, how'cver, qualified by the 
admission that the Senior Inspection 
Officers should have taken steps 
to define the area of responsibility as 
between the Inspection Officers and 
the technical experts of the indenting 
departments. As such, the Ministry 
of Works, Housing and Supply have em- 
phasized, it was never their intention to 
seek to shift responsibility to the Mi- 
nistry of Food Si Agriculture. 

The Ministry of FockI & Agriculture and 
the Ministry c)f Works, Housing and 
Supply have re-examined the question 
of taking action against the officers 
concerned, and the joint decision of 
both Ministries is that in view of the 
exter.nating circumstances of the case 
no further action against the Inspec- 
tion Officers is called for. 

The above replies have been vetted by 
audit. 


KRISHAN CHAND, 

Joint Secretary. 



APPENDIX XL 

No. PII-216{7)/52/II 

Note from the Ministry of Works, Housing and Supply regarding' 
Pashdbhai Patel Implements case 

1. Whether warnings have been recorded in the Character Rolls 
of the three officers? The decision to issue warning to the three junior 
officers responsible for inspection of the stores, was communicaled to 
the Director General, Supplies and Disposals, New Delhi on 19th June, 
1954. One of the officers had retired on 27th January. 1954 and so 
the question of administering a warning to him did not arise. The 
remaining two officers were administered a warning but as the inten- 
tion was not to formally censure them, copies of such warnings wore 
not placed on their character rolls. 

2. How many of these officers are still in service? Two officers are- 
still in service under the Director General, Supplies and Disposals. 


Tlie 16th January, 1958. 


M. R. SACHDEV, 

Secretary.. 
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APPENDIX XLl 


No. 7-52/57-LR. 

New Delhi-2, the 11th March, 1958. 

;iVote from the Ministry of Food and Agriculture {Department of 
Agriculture) regarding Pashdbhai Patel Implements case. 

The Lok Sabha Secretariat forwarded, vide their Office Memo- 
randum No. 66-P AC/57, dated 26th November, 1957, a list of points 
on which the Public Accounts Committee, at the sittings held on the 
:5th, 6th and 8th November, 1957 desired to be furnished with further 
information. Item 10 of the list of points, which relates to the 
Pashabhai Patel implements is dealt with below. 

Item 10. — (o) What was the initial Estimate made by the Central 
Tractor Organisation or Government to make these im- 
plements workable? 

Prior to the framing of Estimates by the F.A.O. Expert, the 
Central Tractor Organisation did not at any stage prepare its own 
estimates of the cost of repairs nor did the Ministry of Agriculture do 
so. Estimates could be prepared only when the exact defects and 
the repairs necessary had been ascertained. Neither the Central 
Tractor Organisation nor the Ministry were in a position to ascertain 
them accurately and this was the reason why it was considered neces- 
sary to entrust the work to an F.A.O. expert. 

The question of modifying the Pashabhai Patel implements was 
taken up for consideration by the Central Tractor Organisation only 
after the services of an expert had been obtained from the F.A.O. 
for the specific purpose of securing his expert advice on rehabilitation 
measures. 

In a letter dated 6th August, 1953 to the then Director of Operations 
Central Tractor Organisation the then Chairman of the Organisation, 
quoted the F.A.O. Expert as having said that the approximate cost 
of rehabilitation would be Rs. 10 lakhs. It is, however, observed from 
the Expert’s note dated 30th April, 1953 which was submitted by him 
to the Chairman, that the total cost of rehabilitation even if all the 
implements were to be rehabilitated would be only Rs. 5,62,500. 
Actually the F.A.O. Expert had only indicated the cost of re- 
habilitation per implement for each type of implement and had not 
struck the totals. It seems the Central Tractor Organisation Chair- 
man made a miscalculation of the total estimated cost. The difference 
between the above figure of Rs. 5,62,500 and the estimated cost of 
rehabilitation (Rs. 3,60,600), the latter being the final amount re- 
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commended by the F.A.O. Expert, is due to the fact that the latter 
figure represented the estimated cost of rehabilitation of only such 
of the implements as wore considered to be capable of economic re- 
habilitation- The F.A-O. Expert took the view that the one way discs 
were not capable of economic rehabilitation. 

10. (h) Was the Cabinet informed of the views of the Ex-Chair- 

man, Central Tractor Organisation regarding the ntiJity 
of rehabilitated imjDlements? 

Since the Chairman, Central Tractor Organisation did not convey 
to higher officers any opinion differing from the views of the latter, 
and since he was fully aware of the said views, the question of 
specifically informing the Cabinet of his views did not arise. Be- 
sides as ex-ofjicio Deputy Secretary in the Ministry, his views form- 
ed part of the views of the Ministry, especially since he had not ex- 
pressed any conflicting opinion. 

The Chairman. Central Tractor Organisation was aware of and 
associated with the various developments relating to the Pashabhai 
Patel implements ca'.:e from the very beginning Le , from the time 
the case was being prepared for reference to the Cabinet. The in- 
cumbent of the post of Chairman of the Central Tractor Organisation 
as mentioned above was also ex-officio Deputy Secretary in the 
Ministry of Agriculture, and in both these capacities he was associated 
with the case. The question of seeking his opinion through a formal 
communication did not arise. The following further facts would also 
show that there was no by-passing of the Chairman. 

The draft of the note proposed for the Cabinet had to be sent to 
the Ministries of Home Affairs, Finance and W., H & S. on more than 
one occasion in order to gel their concurrence to the contents. 'Fhe 
Chairman, Central Tractor Organisation was functioning as ex-offiicio 
Deputy Secretary in the Ministry at the time. The D.O. letters to the 
various Secretaries forwarding the revised draft of the Note for the 
Cabinet were signed by him. Again, the draft note (for the Cabinet), 
in its final form was submitted to the Secretary, Ministry of Agricul- 
ture by hirii. 

^ A statement in writing by the Chairman, Central Ti'actor Organis- 
ation exists which shows specifically that he was associated with the 
negotiations w'hich the Committee of officials (Appointed bv the 
Cabinet) was having with the firm. It was the (lihaii'man, Central 
Tractor Organisation who on 12th March, 1954 communicated the 


following numbers of Pashabhai Patel implements 
of economic rehabilitation; — 

as being capable 

Mouldboard Ploughs. 

.. 168 

Disc Ploughs. 

.. 210 

Panbreakers. 

. . 233 

Disc HaiTows. 

.. 234 

One Way Discs. 

488 L.S— 14 

.. NIL 
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These figures exclude those implements which had already been 
rehabilitated. It is significant that the above figures, along with the 
small number of implements which had already been rehabilitated, 
are the very figures which were accepted by the Committee of 
Officials for purposes of compensation from the firm. Chairman, 
Central Ti'actor Organisation was thus directly associated with one 
of the two elements entering into the calculations on the basis of 
which the Committee decided to accept a sum of Rs. 3,35,650 from 
the firm. In this connection it is relevant to mention that the 
Chairman, Central Tractor Organisation had personally inspected the 
implements both at Delhi and Bairagarh, in order to verify a Central 
Tractor Organisation Engineers’ report regarding the number of im- 
plements fit for rehabilitation. The only other factor directly in- 
volved in the calculations on the basis of which the Committee and 
later the Cabinet arrived at the figure of Rs. 3,35,650, was the estimat- 
ed cost of rehabilitation for each type of implement. The rates adopt- 
ed in this regard were those which had been recommended bv the 
F.A.O. Expert. Here again Chairman, Central Tractor Organisation 
was fully aware of the estimates prepared by F.A.O. Expert. The 
following facts are mentioned in this connection: 

(A) On 30th April, 1953 the F.A.O. Expert submitted a note 

giving his estimates of the cost of rehabilitation. This 
note was available in the Central Tractor Organisation 
and in fact it was the Central Tractor Organisation who 
first forwarded a copy of the note to the Ministry official- 
ly. The Central Tractor Organisation sent the note 1o 
the Ministry in June, 1953, under the orders of the Chair- 
man, Central Tractor Organisation and he saw the note 
in the Central Tractor Organisation. 

(B) In any case the CTO’s communication referred to in (A) 

above, with which the F.A.O. Expert’s note dated 30th 
April, 1953 was sent, was seen by Chairman, Central 
Tractor Organisation in the Ministry in his capacity as 
ex-off:cio Dy. Secretary. 

(C) On 3th March, 1954 the Chairman, Central Tractor Or- 

ganisation in his capacity of Dy. Secretary approved and 
passed on to Joint Secretary the draft of a rf'ph.’’ to a 
Rajya Sabha Question in which the F.A.O. Expert esti- 
mates were mentioned. 

Chairman, Central Tractor Organisation was fully aware of and 
was associated with all the developments relating to the adoption by 
the Committee of Officials of the factors taken into account while 
calculating the amount to be accepted from the firm as compen.sation 
for rehabilitation of the implements. 

As the Chairman, Central Tractor Organisation was associated with 
the progress of the case, it was for him to bring to the notice of the 
Joint Secretary concerned in the Ministry (i) his misgivings about 
any possible errors of judgment, or (ii) recommendations of a sus- 
picious nature (those designed to benefit the firm at the cost of Gov- 
ernment) on the part of the F.A.O. Expert. In the available papers 
there is nothing on record to show that this was done. On the other 
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hand, the fact that he endorsed the Central Tractor Organisation 
Engineer’s acceptance of the F.A.O. Expert’s Report, can onlj’’ mean 
that the Chairman, Central Tractor Organisation, had no reason to 
disagree with the Expert’s views. 

No doubt a letter was sent by the Chairman, Central Tractor 
Organisation on (6th August, 1953) to his Director of Operations in 
which he raised some doubts about the work of F.A.O. Expert (copy 
enclosed). But these doubts were of a general nature and in any 
case he does not seem to have pursued them. The Director of 
Operations gave a reply (copy enclosed) to Chairman, Central Trac- 
tor Organisation’s letter, and to all intents and purposes the matter 
seems to have rested there. The only possible inference is that 
the doubts expressed in his letter (sent in August, 1953) were sub- 
sequently cleared. It is also relevant to point out here that in a note 
submitted to Secretary on 15th December, 1953 Chairman, Central 
Tractor Organisation did not make any reference whatsoever to his 
doubts. 

There was thus no case of Chairman, Central Tractor Organisa- 
tion having been in the dark about the developments or his not 
having had an opportunity to present his opinion. 

10. (c) Was either the Chairman, Central Tractor Organisation or 

the Ministry consulted by the Sub-Committee of the 
Cabinet appointed to go into this case? 

10. (d) Did the Ministry express their views to the Sub-Com- 

mittee of the Cabinet on the Report of Mr. Girspergers? 

Apart from the fact that the Minister for Food and Agriculture 
was a member of the Cabinet Sub-Committee some of the meetings 
of the sub-committee were attended by an officer of the Ministry of 
Agriculture. Besides, the Cabinet Sub-Committee as also the Com- 
mittee of officials were proceeding with the case on the basis of 
material furnished by the Ministry of Agriculture and other Minis- 
tries. As for the Committee of Officials appointed by the Cabinet, a 
Joint Secretary of the Ministry of Agriculture was a member. 

As a Joint Secretary of the Ministry of Agriculture was holding 
direct ovei'-all charge of the Central Tractor Organisation and the 
same Joint Secretary was a member of the Committee of Officials 
and also since the Minister for B’ood and Agriculture was a member 
of the Cabinet Sub-Committee the question of the Chairman, Central 
Tractor Organisation being directly consulted by the Cabinet Sub- 
Committee did not arise. But as explained in the foregoing para- 
graphs the Chairman, Central Tractor Organisation was associated 
with the progress of the case throughout. 

The Ministry of Agriculture accepted the recommendations of 
F.A.O. Expert and it was on the basis of this acceptance that the 
Sub-Committee and later the Cabinet eventually took their final de- 
cisions. The F.A.O. had made available the services of an export to 
the Central Tractor Organisation after taking into account the exact 
nature of the work expected to be done by him. The Officers of the 
Ministry proper were not technically qualified to challenge or even 
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examine the technical aspects of his report. If anyone could com- 
ment on the F.A.O. Expert’s proposals it was the Central Tractor 
Organisation and the Ministry had necessarily to be guided by the 
technical officers in the Central Tractor Organisation. Orginally the 
preliminary estimates of F.A.O. Expert about the cost of modification 
were examined by the Central Tractor Organisation and they did not 
express any difference of opinion in the estimates. Central Tractor 
Organisation, howev'er, suggested that further field trials should be 
undertaken with Disc plough and mouldboard plough and that only 
such of the implements should be modified for which there was a 
specific demand. Ministry of Food and Agriculture agree with the 
above views. Subsequently in his detailed report the F.A.O. Expert 
confirmed his estimates for the costs of modification and himself sug- 
gested that samples of rehabilitated implements be sent to States for 
demonstration purposes and to start with, small batches of say 20 
implements of each type be taken in hand at a time for modification. 
This report not only confirmed his preliminary estimates of cost but 
also virtually confirmed the views already expressed by Central 
Tractor Organisation and the Ministry of Food and Agriculture ro- 
gai’ding the further trials and rehabilitation programme 

The report was duly examined by the Central Tractor Organis- 
ation. They indicated that ‘Generally, the Central Tractor Organis- 
ation agrees with the report of the F.A.O. Expert 

The Central Tractor Organisation’s views were accepted by the 
Ministry. Accordingly on 10th March, 1954, while giving a reply to 
certain "points raised by the Public Accounts Committee, it was stated 
that the Ministry was" in general agreement with the rccommenda • 
tions of the FAO Expert. 

With regard to the examination done by the Central Tractor 
Organisation, the Chairman of the Organisation had directed his 
Director of Operations to find out (i) whether the proposed rehabili- 
tation would really make the implements fit for use, (ii) the econo- 
mics of the proposed rehabilitation work as compared to the cost of 
imported implements, and (iii) whether there would be sufficient 
demand for the rehabilitated implements. A copy of the letter dated 
6th August, 1953 in which the instructions were issued and a copy of 
the Director’s reply are attached. 

Regarding the need for a scrutiny of F.A.O. Expert’s recommend- 
ations, it would be interesting to recall that when the Committee of 
officials was negotiating with the Suppliers of the implements in 
respect of the amount to be paid by the firm for rehabilitating the 
implements, the representative of the firm stated that the F.A.O. 
Experts’ estimates about the costs of rehabilitation were too high and 
unfair to the firm. He therefore, suggested that engineers of the 
Supply Department might be asked to check the F.A.O. Experts’ 
estimates. The Committee of Officials expressed their inability to do 
so on the ground that it would be difficult for any engineer to give 
any definite opinion or suggestions in this respect, particularly when 
the F.A.O. Expert had worked on the implements for over a year 
while a new engineer would have to give his opinion after a very 
cursory examination. 
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It has now come to the notice of the Ministry ot Food and Agri- 
culture that on 7th December, 1953, the Director of Administration 
and Operation, Central Tractor Organisation submitted a report to 
the Chairman, Central Tractor Organisation in which he observed as 
follows; — 

The F.A.O. Experts’ estimate of cost of rehabilitation is on the basis 
of mass conversion of at least hundred at a time in a workshop with- 
out as much overheads as in the Central Tractor Organisation. 
Divisional Engineer, Workshop, Delhi was requested to intimate the 
cost of rehabilitation if taken one at a time. The following gives 
the comparison: — 


'Hic I’.A.O. Hxncrls’ esnmate. Worksliop estimate. 



Rs. 

Rs. 

Disc plow 


1132/r.'- 

M. B. plow 

40t> 

3 ^^ 1 -r 

Pan breikcrs 

300 

.347/2/- 

Disc Harrow 

loo 

168/0/- 


The above fact was, however, not brought to the notice of Oov- 
ernment by the Central Tractor Organisation. 

This note has been seen by Audit. 

KRISHAN CHAND. 

Joint Secretary. 


Copy o/ D.U. No. PA/CA/CTO/T/53, dated the 6th August, 1953, 
from Shri Bhagwan Singh. I.A.S., Chairman. C.T.O. to Dr. R. N. 
Mathur. Director of Operation.'i and Adminiatration, C.T.O. . New 
Pusa. New Delhi-]'/ 

As you know, with the considei'ation of Mr. Justice Devatia’s re- 
port on P.P.C. implements being under active consideration the 
subject of the utilisation of tiicse implements after rehabilitation by 
Mr. Girsperger has assumed importance. 

Mr. Girsperger has said that after he has rehabilitated these im- 
plements at an approximate cost of Rs. 10 lacs, they w’ill be good 
enough for mechanical cultivation purposes. The point that has 
arisen is whether it will bo worthwhile to spend ten more lacs and 
then force it down the throats of some Government development pro- 
jects. So far as individual purchasers are concerned, it is accepted 
on all hands that no farmer, however big, would like to purchase 
them due to obvious reasons e.g.. (a) high cost, (b) being modified 
plows as opposed to original and genuine ones, and (c) bad reputa- 
tion, etc. 

The point is that both the Estimates Committee of the Parliament 
and the Ministry of Food and Agriculture are interested in knowing 
definitely whether it is worthwhile spending the additional Rs. 10 
lacs over the proposed rehabilitation of these implements. Not only 
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that, it has to be seriously considered how to arrange for the spare 
parts for these plows which no firm has in stock, Pasha Bhai having 
closed down their workshop. 

It has also to be ascertained whether after rehabilitation these 
implements will be really fit for strenuous use. I remember Mr. 
Girsperger himself saying that at least 250 Nos. of One-way Discs 
will not be able to pass any standard test after the modifications. I 
am afraid, Mr. Girsperger has been carrying on the publicity for his 
proposals wherein there is a definite fear that his proposal may be 
accepted without fully ascertaining in field tests under independent 
supervision, whether the rehabilitated implements would really stand 
the strain of the type of work for which they are likely to be used. 

May be, I have been extra cautious, but once bitten is twice shy. 
Let us therefore be very definite on the following points: — 

1. That the proposed rehabilitation really makes these im- 

plements fit for agricultural operation under normal 

conditions. 

2. The economics of the proposal as compared to the imported 

implements of the same category. 

3. Will there be enough demand for the purchase of these 

implements? 

On examination of the above points, will depend the decision to 
be taken about the expenditure to be incurred on them. 

I shall, therefore, suggest that a plan may be drawn for a dis- 
passionate and independent examination of the above points. The 
so called tests so far conducted by Mr. Girsperger have been of ex- 
tremely short duration and the results cannot be accepted to indicate 
any positive result. 

But I think one of the plows was sent to some firm for the use on 
hire-basis. Their report and the report of other users, if could be 
available, may probably be of some interest in this connection. 


Subject: — Report on the experiments conducted on the Pashahha^ 
implements, results of field trials, cost of rehabilitation 
and their marketing. 

1. Disc Plow (6 bottoms ). — Necessary modifications have been 
done on this plow and the field trials are in progress. Shri Girsper- 
ger has estimated that the cost of rehabilitation of this implement 
would be about Rs. 750 per piece. 

The total cost of the rehabilitation implement which has 28" Di.scs 
would be Rs. 5,100. The 6 bottoms reducible to 5 bottoms with 28" 
heavy duty discs John Deere plow would cost Rs, 7377. The price of re- 
habilitated implement, is, therefore, competitive. It is, therefore, 
necessary to ascertain the working of this plow fully and a couple of 
them are being sent to the units for extensive field trials and for 
collecting; data. Once we are able to get satisfactory work out of this 
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plow, it might be possible to get some customers including the State 
Governments who may have tractors of 40 to 60 D.B.H.P. The plow 
can also be converted to 4 bottom Disc Plow without much extra 
expenses for use with a 40 D.B.H.P. tractor. A couple of them have 
been converted to 4 bottom. ' 

2. Mould Board Plow (5 bottoms ). — As in the case of Disc Plow, 
modifications have been carried out by Shri Girsperger on the Mould 
Board plow. Extensive field trials are necessary and should be 
carried out. The cost of modifications is estimated by Shri Girsperger 
to be about Rs. 400. The cost of a rehabilitated piece would be 
Rs. 4,500. The corresponding John Deere implement (Mould board 
5 bottom, reducible to 4 bottom, 70 inch cut) is quoted at Rs. 4,174. 
With regard to the sale of this implement similar conditions as in the 
case of Disc plow would hold good, since this also requires 40 to 60 
D.B.H.P. tractor. This implement can also be converted to 4 bottoms 
for use with 40 H.P. tractors in cultivated lands. 

3. Pan Breakers (5 tynes ). — This implement requires very little 
modification. The estimated cost of rehabilitation is likely to bo 
less than Rs. 300 as estimated by Shri Girsperger. A tractor of 70 
H.P. is required to pull the implement with 5 tynes. To make it 
suitable to work behind a 40 H.P. tractor, the number of tynes has 
to be reduced from 5 to 3 which can be done without much extra 
cost. 

The rehabilitated implement would cost about Rs. 6,000 as against 
Dvrr. K.U. Subsoiler with 3 standards (Tynes) which is quoted at 
Rs\ 5,000. 

The Pan breakers are not in demand for the purpose for which 
they are intended. Shri Girsperger has suggested that the best 
that can be done is to convert them into Bukhers, in which case a 
few implements could be sold to State Government Farms. 

Field trials on this implement have been completed and no further 
trials are indicated. 

4. Disc Harrows . — The Disc Harrow requires very little modifica- 
tion according to Shri Girsperger. Only holes have to be prepared 
for Grease nipples and the cost of modification is not expected to be 
more than Rs. 100 per implement. 

Field trials have shown that this implement can work satisfactorily 
with a tractor of 40 H.P. on the draw bar. The Rehabilitated Disc 
Harrow which has Discs 22" diamete-t would cost Rs. 2,360. The 
International Disc Harrow with 24" Discs is quoted at Rs. 2,630 and 
the Killefer Disc Harrow with 22" Discs, 9" spacing, ft. cut is 
quoted at Rs. 3,394. 

Since a tractor of 40 H.P. is required to work this implement, the 
only possible customers are the Mechanised State Farms and the 
State Governments and it would be necessary to contact them. 
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5. Disc Plow — One loay . — This implement according to Shri 
Girsperger will not be useful for any work even after extensive 
modifications. The best that can be done is to sell away the Discs 
and salvage the rest and use it as raw material. 

6. Out of the 5 implements mentioned above the Mould Board 
plow and the Disc plow may find some market. But it is necessary 
to put them to extensive field trials before marketing. The pros- 
pective buyers (including the State Governments) will have to be 
convinced of the good working of these two implements. It will be 
advisale to send a few of these implements after modification to the 
interested State Governments, say Bhopal, Madhya Pradesh and 
Vindhya Pradesh, etc., for their trials. It may even be necessary to 
reduce the prices by about 25 per cent, to attract likely buyers. It 
may also be worthwhile putting an embargo on the import of similar 
implements till such time tht^.se are sold out and these may be kept 
available to be drawn upon on demand. It may also be nece.ssary to 
circulate the detailed specification of the implements to all Stales 
and intimate the reduced price, if approved. 

7. At present there ai’e no spare parts available for these im- 
plements and without spare parts, it would be very difficult to 
market them. Even the prospective buyers would find it extremely 
difficult to obtain .supply of spare parts. If required C.T.O. can 
furnish blue prints of designs of all the parts for supply along with 
the implements when sold. The C.T.O. workshops at "Delhi and 
Bairagarh may be able to supply some spare parts at rc'asonable 
rates on demand. 

8. It would, therefore, appear from the above that we cannot go 
ahead with the modification of all the implements in .stock on the 
lines suggest€?d by Shri Girsperger. We can only modify those for 
which there is a specific demand. Any mass scale modification of 
these implements would be wasteful. 

9. Submitted with reference to Chairman's D.O. letter No. PA 'CH/ 
CTO, dated 6th August, 1958 after discussion with Shii Subbaiya, 
Superintending Engineer. 


The 21st November, 1953. 


Sd., - R. N. MATHUR. 



APPENDIX XLII 


Note from the Ministry of Food and Agriculture (Department of 
Food) pursuant to action taken on para. 78 of the Twenty-third 
Report regarding purchase of rice. 

The Public Accounts Committee desired that enquiries should be 
made into the case with a vit:^w to fixing individual responsibility 
for the loss of about Rs. 2:67 lakhs to the Government, which, ac- 
cording to the Committee, was due to the lower offer of the Madras 
firm not being brought to the notice of the authorities who took the 
decision to place the order with the Bombay firm. (The difference 
between the Bombay firm’s offer and the Madras firm’s offer would 
actually work out to about Rs. 2:19 lakhs if the 1 per cent commis- 
sion asked for by the Madras firm is taken into account). 

2. Th(‘ case has been investigated as desired by Lhe Public 
Accounts Committee. It appears that the Madras firm's offer was 
placed before the then Director of Imports in the Ministry of Food, 
but there is no indication on the file that this offer was placed be- 
fcn’c or mentioned to any higher authority. Although those responsi- 
ble for taking the final decision to place the order with the Bombay 
firm were aware of certain other offers, it is not possible to establish 
whv. thcr this particulai' offer of the Madras firm was mentioned or 
not. The general policy in the Ministry was to make purchases 
thr.iUgh the Indian Missions abroad and not to consider seriously 
offers from intermediaries in India. Nevertheless it is Ciear that the 
Ministry considered it necessary in the light of the food situation 
at the time to make a departure from this policy in order to aug* 
vnvni the imports ui'gently. It was felt that it would be most im- 
prudent to make any further delay on any account and it was con- 
sidered that the Bombay firm would be in a position to deliver the 
goods if an order was placed with them. Considering ail the cir- 
cumstances of the case, the Government have come to the conclusion 
that the then Director of Imports should be held to have committed 
an error of judgment in not putting up the Madras firm's offer 
fornially on the file to higher authorities and that Government’s dis- 
pleasure should be conveyed to the officer. This has been done. 

C. A. RAMAKRISHNAN, 
Director General (Food) and 
Joint Secretary. 
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APPENDIX XUII 


Notes from the Ministry of Health regarding fixation of responsibility 
for the unsatisfactory state of management in the Medical Stored 
Depot, Delhi under Grant No. 126, Capital Outlay of the Ministry 
of Health, Note 7, Item (ii), Appropriations Accounts (Civil) 
1953-54. 

The large influx, as a result of partition, to India of displaced 
persons in and around Delhi created most complex and unprecedently 
complicated problems of public health. Medical supplies to relief 
camps and hospitals had to be arranged on an emergency basis and 
necessitated the setting up of a Medical Store Depot in Delhi. The 
Depot was established in the month of September, 1947 and continu- 
ed till the 15th December. 1950. It may be stated here that there 
vvas acute shortage of medical supplies at that time and medical 
supplies had to be indented for from whatever source available -uch 
as Surplus Stores from Army, the American Hospitals and also from 
the Medical Store Depot. Some of these stores had already been 
partly used and were accepted to meet the emergent needs of relief 
camps and hospitals. There were also gifts of medicines supplied 
of various sorts from several sources. As such the newly establish- 
ed Medical Store Depot in Delhi acquired large quantities of stores 
of varying descriptions which were not necessarily of standard speci- 
fications. The stress of circumstances did not permit stringent 
check or inspection of chemical analysis nor did it allow planned and 
phased procurement of stores. The Depot was also short of ade- 
quately experienced staff and storage facilities as are found in a 
well-established store. It is against this background that we have 
to consider the working of the temporarily established Medical 
Store Depot in Delhi. 

In 1950, the process of closing down most of the relief camps and 
hospitals started abruptly and all the medical stores in them were 
hastily packed and returned to the Medical Store Depot, Delhi. 
Large quantities of stores had been in use and showed signs of v/oar 
and tear. It may also be stated that the emergency hospitals were 
not working under ideal conditions. 

Such were the conditions prevailing when the Depot was closed 
iown in December, 1950 and orders were issued for the transfer of 
the stores to the Karnal Depot. The value of the stores moved was 
Rs. 3,55,397. It appears that the stores in the Delhi Depot were sent 
to Karnal without proper check or classification according to 
catalogue references nor were the drugs tested to ascertain their 
serviceability or otherwise. 

The D.A.D.G. (M.S.), Medical Store Depot, Karnal started check- 
ing these stores soon after receipt and took on charge all serviceable 
P.V.M.S. items. Due to the pressure of work on the regular side 
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of the Depot, this checking proceeded rather slowly mainly due to 
difficulties in identifying stores, many of which did not conform to 
P.V.M.S. specifications. Regarding some of the items a first report 
giving details of stores and discrepancies noticed was submitted by 
the Depot to the Dte. G.H.S. in October, 1951. The Medical Store 
Depot, in April 1952, asked for two temporary clerks specially for 
this work. These clerks were sanctioned by Government in June, 
1952. The Depot was sending list after list of stores checked up 
from time to time, sometimes modifying earlier lists. The Direc- 
torate was issuing to the Depot from time to time instructions re- 
garding the proper accounting and disposal of stores. The loss 
statements from the Depot continued to be received till November, 
1954. The D.G.H.S. approached the Government to sanction the 
write off of a loss of Rs. 87,355/8/- on the 18th February, 1955. The 
Deputy Assistant Director General in charge of the Karnal Depot 
apparently was unable to get the stores indentified and checked for 
a considerable time. 

The Officer-in-charge in the Directorate should have seen to it 
that these stores were checked in time and a proper report submit- 
ted to Government. Thus three points arise: — 

(i) The Officer-in-Charge of the Delhi Depot should have 
seen that only .serviceable articles were despatched to 
Karnal. 

(ii) The Officer-in-Charge of the Karnal Depot should have 
checked the stores received by him within a reasonable 
time. 

(iii) The Officer m the Directorate should have seen that the 
Officer-in-Charge of the Karnal Depot duly checked the 
stores within a reasonable time and that he should have 
submitted a proper report to Government. 

On receipt of the loss statement for Rs. 87,355/8/- on 18th Feb- 
ruary, 1955, the Ministry on 28th February, 1955 asked for the 
following information: — 

(i) Dates on which the various items of stores were purchased. 

(ii) Dates on which the stores were received by the Medical 
Store Depot, Karnal. 

(iii) Copy of instructions issued by the D.G.H.S. to the D.A.D.G., 
Medical Store Depot, Karnal in regard to investigation 
of losses. 

(iv) Report of the D.A.D.G., Medical Store Depot, Karnal. 

(v) Reasons for bringing the matter to the notice of the 
Ministry after four years of the closing of the Medical 
Store Depot, Delhi. 

(vi) Whether responsibility has been fixed on persons res- 
ponsible for the loss. 

The Directorate sent a report on 27th January, 1956 and promis- 
ed to follow it up with a further report which was received on 11th 
March, 1957. The second report was also not final report. The 
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Dte. G.H.S. discussed the objections raised by the audit with the 
Deputy Accountant General, Punjab on 17th January, 1957 during 
his tour of Medical Store Depot, Karnal and it was decided by them 
that cases of losses involving Rs. 100 and more should be invesH- 
gated. The present position is that explanations called for from 
the Officer-in-Charge of Delhi and Kai'nal Depots are under con- 
sideration of the D.G.H.S. The Dte. G.H.S. were asked by the 
Ministry to furnish the explanations of the Officer-in-Charge of 
Delhi and Karnal Depots on the 26th February, 1956. The Dte. in- 
formed on the 23rd August. 1956 that the explanations have been 
received and are under consideration. The Ministry un the 4th 
March, 1957 had also called for the explanation of the Officer con- 
cerned in the Directorate for the failure to get the stores checked 
by the Depot within a reasonable time and for the delay in bring- 
ing the matter relating to the loss caused by the transaction to the 
notice of the Government. As soon as the explanation with the 
comments of the D.G.H.S. are received. Government will pass 
necessary orders in consultation with the U.P.S.C. It is expected 
that the case will be finalised within a period of three months.* 
The Dte. G.H.S. were asked on 25th February, 19.56 to furnish to 
the Ministry the explanations and all connected correspondence 
from the D.A.D.G.fM.S.) M.S. Depot, Karnal and the Officer-on- 
Special Duty [R.M.R. (St).]. In spite of several D.O. reminders the 
Directorate General of Health Services did not furnish the requisite 
information till 21st October. 1957. The reasons for this delay on 
the part of the Dte. G.H.S. are being invci^tigated. 

2. (a) A note iudicaling the present position of stores under 
the Ministry arrangements trial have been made for 
their proper accounting and utilisation in time. In this 
connection facts and figures may be given. 

The Medical Store Oiganisation consists of 4 Depots at Bombay, 
Calcutta, Madras and Karnal. The Depot at Karnal started func- 
tioning as an issuing Depot in the year 19.50. 

These Depots supply medical and veterinary stores to cavil 
hospitals, dispensaries, medical colleges. Railways and Veterinary 
institutions under the Civil Governments. They also supply stores 
to charitable institutions and other public bodies. All the States 
except West Bengal, Uttar Prade.sh, Mysore and Kerala obtain 
their supplies from these Depots. The total number of indentors 
enrolled with these Depots is approximately 9,000 though there are 
certain casual indentors who obtain their supplies from the Depots 
in case of need with the approval of the Directorate General of 
Health Services. The value of stocks in the various Depots as on 
31st March, 1957 was as follows: — 

Medical Store Depot, Madras. 

Medical Store Depot, Calcutta. 

Medical Store Depot, Bombay. 

Medical Store Depot, Karnal. 

*The comments of the D.G.H.S. have been received recently and 
are under examination. 


Rs. 29,16,664 
Rs. 10,36,600 
Rs. 32,39,935 
Rs. 9,17,974 
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As against these stocks, the issues during the yeai' 1956-57 were 
as follows: — 


Medical Store Depot, Madras. 
Medical Store Depot, Calcutta. 
Medical Store Depot, Bombay. 
Medical Store Depot, Karnal. 


Rs. 55,70,316 
Rs. 26,03,287 
Rs. 36,32,058 
Rs. 28.67,333 


The Depots also hold the stocks of quinine on account of ihe 
Government of India reserves. Apart from the above stores, 
large quantities of supplies required for the various health sch nnes 
are received from abroad from international organisations. These 
consist of D.D.T., milk powdei, stores and equipment for National 
Water Supply Scheme and motor Vehicles, valued at several croies 
ol 3'upees. The Depots receive these articles and make arrange- 
ments for their storage and distribution. The value of such stores 
handled by tlie Depots during 1956-57 is as follows: — 


Medical Store Depot, Calcutta 
Medical Store Depot, Bombay 
Medical Stoie Depot, Madras 


Rs. 2,54,40,346 
Rs. 2,61,38,395 
Rs. 96,72,792 


This information lias been obtained by the D.G.H.S. from Medical 
Store Depots. 

The Medical Stole Depots at Bombay and Madras have a factory 
attached to each of them. The value of production of these two 
factories was Rs. 29*09 lakhs during 1956-57. These stores were 
dinnbuted to liie various Depots according to their requirements. 
In addition to normal functions of stocking and disti’ibuling medical 
St OH'S to indenlors, the Depots arrange purchase and supply of 
modicai stores lO'quired in emergencies such as epidemics, floods, 
etc. 


Accounting oj Store.s 

All stores before they are taken on charge are inspected by 
the Depot authorities according to the terms and conditions specified 
in the Acceptance of Tenders. The accounting of these items com- 
ouaiccs from the time it enters the Depot and is carried out accord- 
ing to the provisions of Stores Accounting [nslriictions and the 
Modical Store Depot Manual. 

Articles which on receipt are found to be conforming to all the 
conditions given in the Acceptance of Tenders are accepted and 
taken on chcarge in th(' Depot. The Receipt Section in the Depot 
which is responsible for such acceptance, transfers them in a special 
form M.S.D.-74 for storage and issue to the respective sections. 
The various sections post these articles in the bincards and take 
them on charge. The procedure as laid down in para. 62 of the 
Medical Store Deoot Manual is followed in practice and reads 
follows: — 

“All stocks in the depot will be accounted for on Bin Cavdp 
(M.S.D. Form 80). There will be a separate Bin Card 
for each item. At the heading of the card will be 
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entered the name and Priced Vocabulary No. of the item. 
These cards will be maintained by Store Clerks under 
the supervision of Superintendent of the Section, On 
the Bin Cards will be posted daily all issues made from 
the Section and all receipts of stores into the Section. 
The average annual expenditure will be entered at the 
top of each card and running balance of the stocks m 
hand will be maintained. The Section Superintendent will 
be responsible that the actual stock in hand corresponds 
with the balance at all times.’' As present no priced 
stores ledgers are being maintained. 


Provision is made in the Depots for the regular verification of 
stocks by Stock Verifiers who are directly responsible to the 
D.A.D.G. of the Medical Store Depot. 

Care is taken for maintaining proper storage conditions requir- 
ed in respect of each item. Articles like Ether anaesthetic, 
Chloroform, Ferri ammonium citrate, rubber goods, etc., require 
cool dark conditions, such storage is provided in the depots. The 
rubber articles are ‘‘manipulated” for keeping them in good con- 
dition and instruments and appliances are greased to prevent rust. 

An indent for supply of stores received from one of the insti- 
tutions is first entered in a register and sent to different sections 
of the depot for compliance. The stock holder then takes out ihe 
items from his stocks after making necessary entries in the Bin 
Cards and the Issue Vouchers. The Bin Card balances are drawn 
at the end of the day's transactions. The articles for issue are tlu^n 
kept ready for collection by the assembly clerk who collects the 
articles from the various .sections checking them with the necessary 
documents. The stores are then passed on to the packing section 
foi finally packing them for despatch. Gate passes are made for 
each package and they are checked by the gate Clerk at the lime 
they are taken out of the depot for despatch. 

Utilisation 

The requirements of the Depots are estimated annually. These 
estimates are based on the average issues made by the depot during 
the past three years or the last 12 months whichever is less. It is. 
therefore, anticipated that when supplies materialise they will be 
issued to the indentors in the normal course. But owing to the 
considerable delay, which in some cases is more than 2 years, sup- 
plieis arranged by the D.G.S. & D. are not received in time to meef 
the demands of the indentors. 

Since the central procuring agencies require 12 to 18 months for 
procuring supplies, estimates for the requirements of the depots 
have to be calculated more than 18 months in advance and it cannot 
be anticipated whether there will be any demand for the article 
when it materialises. Therefore accumulation of stocks in respect 
of certain items cannot be prevented as owing to the introduction 
of newer and more potent drugs the older ones are discarded by 
the medical profession and no demands are received for them. For 
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instance on account of the introduction of penicillin aluminium 
monostearate, the demand for neoarsphenamine has considerably 
fallen. Similarly Myocrisin is no longer used in the treatment of 
Tuberculosis as more effective medicines have been discovered to 
treat this disease. 

Special precautions are taken in respect of the perishable stocks 
as laid down in the M.S.D. Manual para 64 which reads as follows; — 

‘‘Section Superintendent will periodically examine the stocks 
of perishable articles and ensure that they are kept fresh 
at the lowest possible level and particularly that the 
older stocks issued before the newer ones.’^ 

When it is observed by the stock holder that certain article is 
not likely to be utilised by a due date, it is reported to the D.A.D.G. 
of the M.S. Depot. The particulars of the article in question are 
then circulated to the other depots and their needs are met by 
interdepot transfers. The institutions in the circle of supply of 
the depot holding the stocks are also intimated of the stocks and 
special demands are invited from them. This action is repealed 
periodically. The remaining stocks which cannot be issued in this 
manner are dec^-ared to the D.G.S. & D. for disposal after obtaining 
the sanction of the Government. 

Knowledge in regard to the keeping qualities and other proper- 
ties of certain drugs are by no means complete and hence deteriora- 
tion even under proper conditions of storage within the prescribed 
life period of the drug cannot be avoided. In order to avoid 
accumulation of stocks of the perishable articles, purchases are 
made either by Rate Contracts or in instalments against A.T. 
arranged by the D.G.S. & D. The depots obtain their immediate 
requirements of stores which are freshly manufactured against tiie 
rale contract thus avoiding holding large stocks. Against the in- 
stahnenl system, stocks of a recent date of manufacture are accept- 
ed at each instalment which allows a larger period for the turn- 
over of the stocks. 

“(b) Whal arrangeinenis have been viade for the disposal of 
surplus stores? 

The methods of disposal adopted by Medical Store Depots are 
as follows : — 

( 1 ) The surpluses of one Depot are circulated to other Depots 
to meet their requirements wherever possible. 

(2) If the surpluses could not be liquidated by interdepot 
transfers, they are circulated to the Administrative 
Medical Officers inviting special demands. 

(3) If either of these two methods mentioned above fails and 
there is feai' of loss due to deterioration if the stores arc 
retained further, they are declared for disposal after 
taking the approval of the competent authority. This 
disposal is done through D.G.S. & D., if the value of the 
item is more than Rs. 1000, if serviceable and in other 
cases by public auction by the Depots themselves to the 
best advantage of the State. 
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Serviceable stores which are expected to remain potent for 
a long time are not disposed through D.G.S. & D. or 
public auction as only 20 per cent, of the value is, gene- 
rally, realised through that disposal. 

(4) A Surplus Stores Committee under the chairmanship 
of the Deputy Director General of Health Services was 
formed in 1956 to examine the stocks of the Depots and 
to recommend disposal of surplus stocks where necessary. 
The re^port ot tlie Surplus Stores Committee is still 
awaited. 

2. (c) What action has been taken or is proposed to be taken 
to remedy the defects, if any, ni the general position of 
stores? 

(1) Prior to 1949 the provisioning of medical stores for the 
Medical Stores Depots was based on estimates received from Ad- 
ministrative Medical Ofiicei's of States. These were found un- 
dependable as the Administrative Medical Officers did not eventual- 
ly take all the stores mentioned in their estimates. Hence the 
system now adopted is to base the provisioning (;n issues during 
the last three years or the past twelve months whichever i.s less. 

(2) The purchases of stores for Medical Store Depots have to be 
done through the Directorate General of Supplies and Disposals to 
a large extent. There is considerable time lag (from 12 to 18 
TLonens in the case of indigenous stores and upto two years in the 
case of imported stores) between the date of placing indents and 
their materialisation. This necessitates the provisioning at least 18 
months in advance. Meanwhile demands for some of the items go 
down as a result of various reasons, e.c/.. due to advent of newer 
and better drugs. The following methods have been adopted or 
proposed to be adopted to remedy this situation' - 

(a) Local purchase powers of D.AD.G. in resfiecl of 
medical stores have been increased trom Rs. 500 to 
Rs. 2,000 per item. The proposal to increasf^ it further 
to Rs. 10,000 per item is under consideration. 

(b) The question of obtaining on regional basis herbal raw 
material required by Medical Store Depot factories and 
certain commonly required surgical insli uments and ap- 
pliances is under the consideration of the D.G.S. & D. 

(c) The question of modernising the Medical Store Depot 
factories to increase their output has been examined by 
a special Committee consisting of the Deputy Director 
General of Health Services and the Drugs Controller. 
The report of the Committee is under consideration. 

3. The Chief Cost Accounts Officer of the Ministry examined the 
working of the Depots and made various recommendations for their 
improvement. A statement containing those recommendations and 
the action taken thereon is attached. 


V. K. B. PILLAI, 

Secretary, 



APPENDIX XLIV 
MINISTRY OF HEALTH 

Note from the Ministry of Health pursuoffit to action taken on 
para 31 of the Fifteenth Report regarding misposting in store 
accounts. 

In the meeting held on the 2nd November, 1954, the Public 
Accounts Committee desired that — 

(i) “Action should be taken against the persons responsible 
for mispostings in the stores accounts of the Medical 
Stores Depot concerned, and for not having reconciled 
them even so long after the end of the war. 

(ii) The Committee a’ so desired to know in due course the 
outcome of the Chief Cost Accounts Officer’s report and 
the improvements that are sought to be effected in the 
existing set up of the depots.” 

2. The Sundries Section of the Medical Store Depot, Bombay 
stocks the following items: — 

(1) Laboratory equipment. 

(ii) Chemicals. 

(iii) Textiles (bandages and dressings) 

(iv) Other sundry items. 

3. In May, 1941, the local Audit Officer for the first time report- 
ed to the D.A.D.G. (M.S.), M.S. Depot, Bombay, the existence of 
the following accounting errors in the bincards of the Sundries Sec- 
tion of the Depot: — 

“(1) Wrong additions and subtractions. 

(2) Wrong balances carried forward to next page. 

(3) Closing balance of one month differing from the open- 
ing balance of the next month. 

( 4 ) Quantities taken on/or struck off charge in bincards 
differing from the quantities shown in the receipt vou- 
cher or issue voucher as the case may be. 

(5) Vouchers not posted in bincards at all in some cases. 

(6) Quantities struck off charge on bincards whereas issue 
vouchers did not show corresponding entries. 

(7) Issues not struck off charge on the correct bincards. 

(8) Double postings. 

(9) Issues posted in excess of the bincards balances. 

(10) Issues posted as receipts and vice versa.” 


488 L.S— 15 
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4. While these discrepancies were investigated into by the 
D.A.D.G. (M.S.). M.S. Depot, Bombay, Major Duckworth, Officer 
Supervisor (Stores), Office of the late D.G.I.M.S. was deputed in 
March, 1942, to conduct a special stock-taking of the Sundries 
Section. He made a hurried stock-taking in March, 1942, and found 
certain discrepancies in stocks. On his report, a copy of extract 
of which is enclosed, ^le D.G.I.M.S. issued instructions, that the 
stocks as revealed in this special stock-taking should be taken as 
the opening balance on new bincards and also that action should 
be taken for reconciling disci'epancies in old bincards. Later, 
during the routine stock verifications by the Depot stock verifiers, 
it was found that figures of stocks reported by Major Duckworth 
after his hurried stock-taking were in some places incorrect and 
the matter was brought to the notice of the D.G.I.M.S. on the 30th 
March, 1942. The D.G.I.M.S. ordered that the emergency stock- 
taking done by Major Duckworth should be taken as the working 
basis and that all discrepancies brought to light as a result of the 
regular stock verification should be reported to him every week. 
Action was taken accoi'ding to the instructions of the D.G.I.M.S. and 
discrepancies were reconciled wherever possible. 

5. Consequent on the transfer of the M.S. Depots to the Civil 
side on the 1st June, 1943. Shri N. C. Mallick, Assistant Secretary, 
Finance Department (O.B.) visited the Medical Store Depot, 
Bombay for test-check of civil stocks on the 9th July, 1943. He 
also noticed certain discrepancies in stocks which according to him 
were due to certain defects in the systems of stock verification and 
maintenance of bincards. The deficiencies in stocks were brought 
to his notice by the D.A.D.G. (M.S.) M.S. Depot, Bombay, and it 
was felt that these deficiencies were due mainly to mistakes in 
totalling, and the issue of one item for another closely resembling 
it. A copy of his report is enclosed. The D.G.H.S. after a thorough 
investigation reported that the discrepancies had occurred under 
circumstances beyond control and that jio responsibility for the 
errors could be fixed on any person. He also confirmed that these 
discrepanicies were not actual losses but were only accounting 
errors. 

6. The then Department of E.H. & L. on 25th June, 1944 agreed 
with the D.G I.M.S. that the apparent shortages did not represent 
actual losses but were the result of accounting errors; but they 
considered, that in view of the large amount involved, a further 
detailed investigation was necessary and that it should be conduct- 
ed by an experienced Audit and Accounts Officer, who should be 
placed on Special Duty for a short period. 

7. The C.M.A., Poona, was accordingly asked on the 2nd August, 
1944, to arrange a special audit but he did not take any action in the 
matter till 1st November, 1944 when the Department of Finance 
were requested to depute a Special Audit Officer to investigate into 
the matter. The Finance Department felt that there was no point 
in having a special audit after a lapse of two years and that the 
investigation should be conducted by the Financial Officer in the 
D.G.H.S. It was not possible to have the matter investigated into 
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by the Financial Officer in the D.G.H.S. as no such Officer was ap- 
pointed eventually. In November, 1945, when the Finance Depart- 
ment were again approached in the matter, they referred it to the 
Auditor General, India, on 16th January, 1946 to spare for a short 
period the services of an audit officer. The Auditor General, India, 
advised as follows: — 

*‘An investigation into these deficits and excesses pertaining to 
a period about 21 years ago, at this stage will involve 
a reconstruction of the store accounts and require some 
appreciable staff. Though the results of reconstruction 
will merely enable the administration to know the precise 
defects in accounting or other causes which have led to 
these shortages and excesses, it is doubtful whether the 
trouble taken will be commensurate with the results. 
Besides it will not be possible for the Auditor General 
to find the staff for a reconstruction of the accounts but 
he can undertake to check the accounts, if reconstructed, 
should that be desired of him. He, therefore considers 
that it will be better to start with a clean slate after 
adjusting these excesses and deficits and see that the 
accounts are properly maintained hereafter.” 

8. The Ministry of Finance in their note dated 16th March, 1946 
concurred in the view held by the Auditor General, India. The 
Health Department, thereupon, asked the D.G.I.M.S. on the 21st 
Murch, 1946 to take necessary action in the matter. 

9. In view of the circumstances stated above, the position re- 
garding the two points raised by the Public Accounts Committee 
is as follows: — 

(i) It has already been explained above, that the mispostings 
had occurred in circumstances beyond control, that the 
responsibility therefore could not be fixed on any 
person and that these had occurred due to errors in 
accounting and did not represent any actual loss. The 
discovery of the persons responsible for the mispostings 
and failure to reconcile the discrepancies could have 
been affected only if the further investigation which the 
E.H. & L. Deptt. wanted to make as early as June, 1944, 
November, 1944 and November, 1945 had been done. In- 
vestigations now, fourteen years since these discrepancies 
were noticed even if undertaken, are not likely to yield 
any results, more so as records pertaining to these 
transactions have since been weeded out, many of the 
persons who dealt with these accounts are no longer in 
service and the D.A.D.G. (M.S.) who was in charge 
of the Depot at that time, namely Lt. Col. Will, has 
since retired from service. It is, therefore, impossible to 
punish any person or persons for these mispostings or 
failure to reconcile the accounts, even if the responsi- 
bility is fixed. 

(ii) The Chief Cost Accounts Officer of the Ministry of 
Finance was deputed in 1953 to look into the working of 
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the Medical Store Organisation and to suggest improve- 
ments. He has submitted a part of his report which re- 
lates to the Headquarters of the Stores Organisation in 
the Directorate General of Health Services. A state- 
ment showing his recommendations and the action taken 
on them is attached. 

V. K. B. PILLAI, 

Secretary. 


Extract jrom notes on tour to the Medical Store Depot, Bombay, 
of Captain Duckworth on 2nd March, 1942 to 7th March, 1942. 

(1) STATISTICAL BRANCH. 

(3) Arrangements were made for the stocktaking of actual 
stock in the Sundries Section of the Depot. In order to have this 
done quickly and efficiently, work in all of the Sections of the 
Depot with the exception of the Receipts and Packing Sections and 
Office was to be stopped for 48 hours from 9-30 a.m. on Monday, the 
9th inst. The work has been suitably apportioned to responsible 
personnel such as Superintendents, Assistant Superintendents and 
Senior Stores Assistants with adequate assistance of Stores Clerks, 
compounders and packers to have this work completed in the 
allotted time. New bincards have been opened for all items of 
this Section which will show as opening balances the figures of 
‘actuals’ taken in stock. 

Reconciliation of figures in the old bincards with Receipts and 
Issue Vouchers is already in hand. 


A copy of Memo. No. 15/3/43-SC., dated the 19th July, 1943 from the 
Assistant Director General, Indian Medical Service (Stores), 
Additional, New Delhi, to the D.A.D.G. (M.S.), Medical Store 
Depot, Bombay. 

Extracts of paras 7 and 8 from the Inspection Notes dated 9th July, 
1943 on your depot by Mr. Mallick, Asstt. Secy., F.D.O.B. are 
forwarded herewith for your remarks and a full explanation 
regarding the deficiencies amounting to Rs. 8,43,866/9/- and also 
the surpluses as soon as possible. 

7. The test check has revealed certain defects of system which it 
seems necessary to remedy as early as possible. 

Para 3(c) of the Store Depot Manual lays down that a contim^- 
ous stocks verfication will be carried out jointly by staff provided 
by the M.A.G. and by the D.A.D.G. (M.S.) but I learn that since 
about the start of the war the M.A.G. has withdrawn his staff and 
the only check now is by the depot’s own stock verifiers. This is 
hardly satisfactory. The accounts are no doubt, audited by the 
local Audit Officer, but this audit does not include stock verifica- 
tion. During the course of this audit, the local Audit Officer noted 
several defects in the entries made in the bincards, etc. 
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Consequent on these remarks of the local Audit Officer, a physical 
check of stores was arranged by the D.A.D.G. which revealed 
serious deficiencies. 1 have got a statement prepared of these 
deficiencies and the aggregate value of the shortages works out to 
Rs. 8,43,866/9/-. Since it was thought that the deficiencies are due 
mainly to wrong entries, e.g., mistakes in totalling, issue of an 
item closely resembling (in specifications) another, i have request- 
ed Lt. Col. Will to have prepared also a statement of excesses occurr- 
ing over the same period. Col. Kelavkar is also getting a note 
from the D.A.D.G. explaining the discrepancies and on receipt, 
this will have to be closely examined. For purposes of the finan- 
cial settlement with the Military Finance Branch all these discre- 
pancies should be taken into account so that Civil pay only for the 
actual stocks in the depots. 

8. The deficiencies are serious enough but what is even more 
important is a thorough investigation into the cases leading to 
these discrepancies and the urgent necessity of removing the 
defects. Col. Gibbs in his report recommended the abrogation of 
the existing system of closing bincards on the 20th of a month and 
the D.G., I.M.S. has agreed to accept the recommendation. I am 
requesting Lt. Col. Kelavkar to arrange for the issue of early ins- 
tructions in this behalf so that the bincards will, as in a business 
nouse, show the exact balance after every transaction and that 
there will be no space left between two entries (which practice is 
extremely undesirable). After this has been done and the 
D.A.D.G.’s report in regard to the deficiencies has been received 
some suitable arrangement for an actual stock verification in the 
depots through independent hands should be considered. 


*S1. Recommendations Chief Cost Accounts Officer’s Action taken 

No. recommendations 


I 


2 


3 


4 


I. Reduction of Staff 


(vide statement enclosed). 


2. Revision of P. V. Rates for The fixation of P. V. rates Recommendations 
Centrally purchased arii- sliould be done by the Depots accepted and ac- 

clcs — Decentralisation. instead of by the D.G.H.S. tion taken. 

The rates should be cal- 
culated with reference not 
only to the cost of new stores 
acquired but also to the cost of 
existing stocks when the new 
stocks come in. 


5, Revision of P. V. Rates for At present the averag c rates for Do. 

items manufactured in items manufactured at both 

the Madras and Bombay the factories are fixed Ceii- 

M.S.D., Factories. trally on the basis of arith- 

metic average of the 
unit rates, irrespective 
f the quantities manufac- 
tured. This is most ucscicn- 
tific and should be given 
up. 
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2 3 4 


4* Correspondence arising out This correspondence in the K(. commond:*tions 
of interdeopt transfers Directorate can be reduced accepted and 
of medical stores. to the minimum by the Depots action taken. 

exchanging the list of stores 
available for uansfers. There 
is no necessity to bring the 
Central Office into the pic- 
ture at all, unless there are 
very special circumstances. 

s. Correspondence relating Once a rate contract is placcd> Do. 

to rate contract items. the officer-in-charge of the 

depot should be given the 
limit of quantity he can 
purchase against the late 
contract and he should be 
allowed to operate on the 
same. He can also be con- 
trolled by giving a fixed 
allotment for this purpose. 

The rate contract should 
specify the quantities that 
may be required for each 
depot also. I'here is no 
need as at present, to send 
intimations to the Depots 
from time to lime about the 
quantities they can pur- 
chase. 

6. Correspondence relating This has to continue 
to supply of Quinine 
Salts, Quinine held in 
the Government of India 
Rcscr\'e and Govt. Civil 
stocks, 

7- limergent indents icgar- This has to continue. Do 

ding supply of anti- 
t>phus and yellow 

fever vaccine from 

the U.K. and U.S.A. 

8. Declaring of surplus medical This work is ess ntial. But Do. 

stores held at the M.S. with proper regulation of 

Depots with the sanction purchases of stor^^s, the 

of the competent financial surpluses should be few and 
authorities. far bctvvc-.n. 

9. Maintenance of periodical This is unnecessary and is Recommendation ac- 

stock returns. only a waste of time and cepted and or- 

energy. Information which ders issued by 

is now collected from the De- DGHS. 

pots should be discon- 
tinued. 

10. Printing of M. S. D. forms This is an essential work and The CCAO's re- 

and labels Stock Return would require to be done. port dealing with 

Forms required by the ('Phe extent to which the M. S. Depots is 

Stores Sections etc. forms could be reduced in awaited. 

number will be discuss d 
when dealing witJi the Depot 
themselves). 


No action is 
necessary. 
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11. Progressing of demands. No Progressing demands is Recommendation ac- 

Maintenance of ‘dues actually done in the Direc- cepted and or- 

in’ cards, checking of torale. There is no need ders issued by 

A/ 7 's, Supply Orders, to maintain ‘dues in* DGHS. 

U. K. Contracts and Cards in tiie Directorate. 

U. K. Quarterly Returns. 

12. Procurement of N. I. V. This is essential. It will also The CCAON re- 

stores from abroad re- have to be considered whether port dealing with 

quired by various indentors. Medical Stores Depots M. S. Depots is 

should at all undertake this awaited, 

responsibdily unless it is 
considered that they should 
go into the items to be per- 
manently supplied by the 
M. S. Depots. 

13. Local Purchases — Mon- These serve no purpose and Recommendation ac- 

thly Statements from snould be discontinued. If cepted. Orders 

M.S. Depots. the intention is to control issued by ihe 

the expenditure against the DGHS to the 

budget allotments for local M.S. Depots, 

purchases, the requirements 
could be met by intimating 
to the DGHS the monthly 
and progressive expenditure 
against this head compared 
with the allotment. Detailed 
statements arc unnecessary. 

14. I.ocal Purchases — Pcriodi- These arc unnecessary. If the 

cal StatemeiUs of items of prescribed procedure for 

local purchases where making the purchases have 

the pui chase rates are in been followed and the local 

excess of 5<6th of the audit is satisfied about this, 

P.V, rates ft)r these higlicr the matter must end there, 

rates being sanctioned. If necessary the rules 

in this respect may be modi- 
fied. The ADGHS in his 
periodical inspection could 
well deal with these furtiier 
locally. 

15. vSubmissjon of labour This is unnecessary. The 

bills for labour employed total expenditure on the cm- 
by M. S. Depots casually ployment of such labour 

for the countersignature can be controlled liiroiigh 

of the ADGHS. budget allotments and 

watching progress of ex- 
penditure against such 
allotments. The ADGHS 
can, if necessary further 
scrutinise this expenditure 
during his periodic il ins- 
pection of the Depots, 

16. Submission of expense vou- This is unnecessary, liach depot 

chers by Depots for can be given an allot nent 
medicines issued to the fund, the issue of medicine 

dispensary for use of could be controlled fron 

employees free of cost for month to month against such 
countersignature by the allomients. 

ADGHS. 




17. Monthly reports of stock This is unnecessary* The Rccomnundution ac- 

verification from the stock verification register c. ptid. Orders 

depots, ^ at the depots can be verified issued by the L.G. 

by the ADGHS during his H.S to the M.S. 
periodical inspections. Depots. 

18. Employment siausucs . These are unnecessary. These are being con- 

tinued at the instance 
of the Ministry of 
Labour. 

19. Reduction in the number of The DGHS should examine The matter is being 

items to be stocked in the matter further in consul- examined by PVMS 
order that the capital tation with the Drugs ^mmittec. Neces- 

locked up may be re- Controller (India). The sary action will be 

duced. question of deletion of many taken on receipt of 

of the items from the PVMS the Committee's re- 

should be examined by a port, 
qualified Committee with 
a view to determining which 
of the items can be deleted 
without prejudicing the 
interests of the consuxers. 


Serial 

No. 

Category of Post 

Staff before the 
recommendation 
of the Chief 
Cost 

Accounts 

Officer 

Recommendation of 
the Chief Cost 
Accounts 
Officer 

Reduction 
in st ff 
effected 

1 

2 

3 

4 

5 

I. 

A. D. G. H. S. (St.) 

. I 

I 

Nil 

2. 

Rate Officer 

. I 

Nir 

One 

3* 

Officer Supervisor 

. I 

I 

Nil 

4. 

Section Officer 

. 2 

I 

Nil 

5. 

Assistants 

15 

II 

Eight 

6. 

Clerks • • . • 

. 14 

4 

F ur 

7* 

Clerks (Typists) 

8 

8 

Nil 


42 


26 


13 



APPENDIX XLV ; 

Note from the Ministry of Home Affairs pursuant to action taken 
on para. 17 of the Fifteenth Report regarding integration of 
former Princely States with the Union of India. 

At its meeting held on the 23rd July. 1954, the Public Accounts 
Committee discussed paragraph 18-A of the Central (Civil) Audit 
Report, 1952 — Part I regarding the results of audit of the transac- 
tions of the Governments of former Indian States prior to theii 
integration or merger. Shri C. S. Venkatachar who as Secretary, 
Ministry of States, appeared before the Committee gave an account 
of the manner in which the integration of the States in India was 
brought about in a peaceful manner and agreed settlements were 
reached after negotiation with each individual Ruler. It will be 
recalled that he drew attention to the following points; — 

(1) The settlement made with the Rulers was of a bilateral 
nature. The main feature was that the Rulers were to 
surrender, whatever degree of sovereignty they had, their 
respective States. As a quid pro quo, certain conces- 
sions were given to them and were embodied in agree- 
ments or covenants. It was thus wholly a political 
arrangement, not one forced on them by purely adminis- 
trative or financial considerations. An undertaking was 
embodied in the covenants and agreements with the 
Rulers that no enquiry would be made by or under the 
authority of the Government of India or the Govern- 
ment of the States as the case may be against anything 
done or omitted to be done by or on behalf of the Rulers 
during the period of their administration of their States. 

(2) The political changes that took place in the country were 
of a revolutionary character but it was not a case of 
“occupation” of a territory and dictating terms to the 
Ruler. The Princes had to be persuaded to surrender 
their powers and new Governments had to come into 
being. 552 States w'ere thus integrated in less than 19 
months. Negotiations had to be conducted within a very 
short space of time and could not, in the nature of things, 
be based on the prior acceptance of fixed rules or any 
prescribed financial procedure. 

(3) There was practically a void in regard to the Central 
Government’s control over Indian States after the 15th 
August, 1947 and there was no machinery of the Central 
Government functioning in the States when the negotia- 
tions were conducted. In some of the States, there were 
experienced officers deputed by the Government of India 
working as Dewans or Administrators and did all they 
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could to maintain regularity in administration but they 
were subordinate to the Rulers who had the final say in 
any matter. 

(4) There was a large mass of cases to be settled and ihere 
was an element of bargaining. No meticulous rules 
could be observed in political negotiations of this kind 
which were conducted on a personal basis with a kind 
of give and take on both sides. What is described in the 
White Paper as '‘principals’' followed in connection with 
the settlement merely sets out in a general form what 
has actually been achieved by personal negotiation across 
the table. 

(5) Another point to remember is that until the Ruler 
actually transferred their territory and sovereignty, the 
constitutional or legal position was that he retained all 
tne powers in his own hands. The Government of India 
could not question his actions but had to content them- 
selves with a general exhortation that they shov^ld not do 
certain things which the Government of India would 
later on find it difficult to defend. The Indian States as 
such actually disappeared only on the 26th January, 
1950 when the Constitution came into force. 

(6) When the negotiations took place, the Government of 
India did take whatever steps were lound feasible to 
safeguard the large interests of the successor authority. 
Where in the course of the negotiations it came to notice 
that certain things had been done which could not be 
defended, suitable action was taken and recoveries were 
made wherever possible. 

(7) With regard to assets and liabilities, it was not as il 
formal lists of the entire assets and liabilities were 
compiled and a division effected. Each Ruler was asked 
to file a list indicating what he considered as his private 
property as distinct from State property. This list was 
scrutinised in consultation with the State Governments 
and the Ruler or his representative and certain proper- 
ties were demarcated as belonging to the Ruler, all the 
rest being treated as State property. The State Gov- 
ernments did what they could to utilise their adminis- 
trative machinery to check the entries for example in 
regard to agricultural land, palaces, houses, etc. The 
main point is that an agreement was arrived at which 
was intended to be more or less final. The circum- 
stances and events were such that it was not possible to 
make a full inventory of all Stale properties. 

2. In summarising the position, Shri C. S. Venkatachar stated 
that during the period 1947 — 49 the over-riding and compelling 
events were political and not financial or administrative and that 
but for those events and decisions the Princes would not have abdi- 
cated so quickly. 
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3. With regard to the specilic items included in the Central 
(Civil) Audit Report 1952, Shri Venkatachar observed that many 
of the transactions had an absolute political finality and Govern- 
ment could not go behind them. Even before the Audit Report was 
brought to the notice of the Ministry, the Ministry’s representatives 
had objected, in the course of the negotiations with the Rulers, to 
certain items which as a matter of principle were considered to 
have been wrongly included as private property. Whatever in- 
fluence could be exercised at that stage before finalising the list 
was brought to bear on them to irregular transactions. 

4. In the course of his observations made before the Committee, 
the Comptroller and Auditor General also accepted the position 
that an examination of the past transactions of the former Indian 
States could not be taken up by the Central Public Accounts Com- 
mittee on a purely legalistic basis. The Chairman of the Public 
Accounts Committee also ruled that the discussion should be con- 
fined to the financial aspect of the transactions and the general 
conclusion reached by the Committee was that the Ministry of 
States and the Comptroller and Auditor General should again 
review the cases reported in the Audit Report and see how far the 
Government of India would find it possible to use their good 
offices and persuade the Rulers to give up, for the benefit of their 
successor Governments, some of the assets which had already been 
recognised as their private property. 

5. The irregularities, reported by the Comptroller and Auditor 
General in the Central (Civil) Audit Report 1952 — Part I, have 
been classified by the Ministry of Home Affairs in consultation with 
the Comptroller and Auditor General. These transactions can be 
classified into the three broad categories, namely, 

(i) those which had been taken cognizance of by the Gov- 
ernment of India befoi'e the private property lists were 
finally accepted; 

(ii) those which were not brought to notice at that time; 

(ill) those which would have been omitted from the Audit 
Report if the full facts had been available to audit. 

6. The first category covers the audit objections to the follow- 
ing extent: — 

(i) Recurring expenditure. — Nil. 

(ii) Non-recurring expenditure. — Rs. 10,37,00,122. 

(iii) Other items — Workshop, Press, farm, Houses, 44 cars. 

These transactions were known to the Government of India ana 
the Stale Governments when they finalised the private property 
lists of the Rulers. 

7. As pointed out by Shri Venkatachar before the Public Ac- 
counts Committee, whatever recoveries could possibly be insisted 
upon in the course of the negotiations with the Rulers, were 
specified in the final settlements. In other cases, the irregular 
witndrawals of funds by Rulers and other transactions which have 
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now been questioned were either satisfactorily explained or had to 
be condoned in return for the Rulers’ agreement on other points, 
ft was of course not possible to record in the proceedings all the 
claims and counter-claims preferred against or on behalf of the 
Rulers but it may be assumed that in the background in which the 
discussions took place, all possible influence was exercised by the 
representatives of the Central and State Governments to reach an 
over-all settlement with the Rulers which could, on the whole, be 
regarded as equitable to the State Governments and the Rulers 
concerned. It is, therefore, not possible to re-open any of the 
transactions which were known to the parties at the time of the 
settlements with the Rulers. 


8. The second category of transactions, namely, those which 
were not brought to notice at the time of the private property 
settlements cover the transactions of the magnitude ii)dicated 
below: — 


(a) Recurring 
expenditure : 

(b; Non-rccurring 
expenditures; 
(c) Other items : 


Rs. 5,31,173 plus annual 

re\ • nuc ot 139 Santies of land. 

3,48,69,461-8 

39 villages, 16008 bighas 
12606.38 Acres 
31 cars 
5 bungalows 


The following classes of transactions fall in this category: — 


(i) Grant of lands, Jagirs and State properties by the Rulers to 
third parties prior to or in anticipation of merger. 

The benefit of these grants did not go to the Rulers directly 
or indirectly. These could not therefore be taken into account in 
the private property settlements. It will be difficult to interfere 
with the grants at this stage in view of the judgment given by the 
Supreme Court of India in a recent case of Virendra Singh and 
two others of Charkhari and Sarila versus the State of Uttar 
Pradesh the effect of which is that the grants of Jagirs or lands 
made by Rulers cannot now be revoked except by legislation. The 
ruling given by the Supreme Court thus precludes the cancellation 
by executive order of the Jagirs, lands and other State properties 
granted by the Rulers to third parties. 


(ii) Write off of loans and advances due to the State. 

In these cases also the orders of the Rulers did not directly or 
indirectly benefit the Rulers themselves; the transactions cannot 
therefore be justifiably be revoked at this stage. In a number of 
cases, the Indian States had large amounts outstanding in their 
books for a number of years which would have had to be written 
off in the normal course. It is well known for instance that the 
accounting procedure in Indian States in regard to food purchases 
and civil supplies during the emergency period was defective and 
that in most of the States substantial advances remained unadjust- 
ed or proved irrecoverable in the conditions then prevailing. 
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(iii) Remissions etc. of State dues. 

It was customary in the former Indian States to order remission 
on special occasions e.g. installation to the throne, birth of a child 
and other connected functions to which the Rulers attached great 
importance. These remissions cannot in the conditions then pre- 
vailing be termed as an irregular act on the part of the Rulers. 

The transactions grouped under (i), (ii) and (iii) were acts of 
State authorised by the Rulers and cannot accordingly be taken 
into account in settlements relating to the private properties of the 
Rulers concerned. 

(iv) Civil List overdrawn and expenditure debitable to the Civil 

List Reserve Fund met out of the State Funds. 

Before handing over the administration most Rulers had full 
power to utilise State funds for their own benefit; there were also 
occasions when Rulers diverted a part of their personal accumula- 
tions for the benefit of their subjects to tide over scarcity or other 
difficult conditions. It has already been explained that in cases of 
overdrawals which had come to notice at the time of the private 
property settlements, endeavours were made to persuade the Rulers 
to return the whole or a part of the amounts appropriated by them 
in the period immediately preceding the integration of the respec- 
tive States. The cases which have now been reported by Audit but 
which were not known at the time of the private property settlement 
have since been reviewed. Considering all the aspects of the case, 
however, this Ministry have come to the conclusion that no fruitful 
results will accrue by any attempt to re-open at this stage the over- 
all settlements which were intended to be final. 

9. The third category of objections included in the Audit Report 
relates to transactions in regard to which audit was not in possession 
of up-to-date information. For instance, certain transactions have 
been reported which have already been set aside by the Orissa 
Government. There are also cases of payment of moneys by the 
Rulers for certain charitable institutions which have either vested 
in the State Governments or for which regular Trust Deeds are in 
the process of being finalised; these transactions cannot be consider- 
ed to be irregular. Yet another set of transactions covers certain 
securities etc. the whereabouts of which could not be explained at 
the time of audit. 

The property covered by the audit objections falling under this 
category is as follows: — 

Recurring 2,26,400 

Non-rccurring ... - 1^03,50,329 

Other items 2850.32 Acres. 

Dak bungalows. Press and 
Powtr House. 

It may also be mentioned that a few items involving an expenditure 
in all of about seven lakhs of rupees have appeared twice over in the 
Audit Report. 
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10. The Comptroller and Auditor General has subsequently re- 
ported certain other transactions which had been considered to be 
irregular. These transactions have been analysed into the three 
broad categories mentioned in para 5 above as under: — 

Category (i) Th('sc which had been taken cognizance (>f by lUc Government of India 
before the private property lisib were finally acctpied. 

(a) Recurring Rxpeuditure .... Rs. 9.337, P.A. 

{h') Non-recurring expenditure . . . Rs. 6,11,88,151 

(c) Other items . . ... Car . i 

Acres T9U19 

Villages 63 

Category («} Those which were not brought to notice at that time. 

(a) Recurring expenditure - . . Nil 

Ci) Non-recurring expenditure . . . Rs. 2,39,28,449. 

(c) Other items ...... Cais ... 3 

Villages . 39 

Ihghas . . . 712 

Agriculture farm, Juice racti’r>. 
Sugar Mandi and balance < f 
Paidi villages. 

Category (in) Those which would have been omitted from tlic Audit Report if the 
full facts had been available to audit. 

(a) Recurring expeiiduuic . , . Nil 

(b) Non-recurring expenditure . . . Rs. 1,21,16,128. 

(c) Other items ...... Acres 15. 

11 . In view of what is stated above regarding the nature of the 
transactions under the three categories, this Ministry do not con- 
sider that it will be possible to recover any part of the amounts 
involved in these cases from the Rulers concerned. 

12. The above note has been prepared in consultation with the 
Comptroller and Auditor General vide Shri P. C. Pandhi’s demi- 
official letter No. 1581-Rep/26-States 54, dated November 19, 1955. 

Sd./- V. VISWANATHAN, 

Joint Secretary. 



APPENDIX XLVT 


Note from the Ministry of Information and Broadcasting explaining 
the reasons for the variations in circulation of A.I.R. journals 
in various parts of the country under Grant No. 60-Broadcast- 
ing, Pages 18-20/21-23, Appropriation Accounts (Civil) 1953-54/ 
1954-55. 

A statement (V) giving the figures of circulation of the seven 
Radio journals since 1952 to 1957 is enclosed. It will be seen from 
the statement that there has been regular decrease in the circula- 
tion of Vanoli and Vani during the years 1953, 1954 and 1955 and 
a steady rise during subsequent years. 

2. Reasons for the steady decrease in the circulation of all AIR 
joui’iials were examined by the Estimates Committee in Chapter 
XII of their 12th report (1954-55) on AIR and certain suggestions 
wore made for increasing their circulation. Their recommenda- 
tions have been examined in detail and implemented as far as 
possible as shown in the statement No. VI showing action taken 
on the Estimate Committee’s report. There has been appreciable 
increases in the circulation figures from 1956 onwards except in the 
case of Indian Listener, Atvaz and Sarang. Every effort is. however, 
being made to push up the sale of these journals also by intensive 
publicity and reducing the price. The price of Awaz and Sarang has 
been reduced with effect from the issue dated 7th January, 1958 
from annas 5 per copy to 25 nP. per copy. Control of the Office 
of Indian Listener, Aivaz and Sarang has been transferred from the 
Directorate General, All India Radio to the Publications Division 
with effect from April 1955 with a view to improving the get up 
and circulation of journals (i.e. the Akashvani, the Airar and the 
Sarang) as the Publications Division is a specialised Department 
for such work. 

3. All the journals have been combined for the purpose of sel- 
ling space for advertisements under the Directorate of Advertising 
and Visual Publicity with a view'^ to increasing the revenue from 
advertisements. 

4. Information about individual journals is given below: — 

(i) Akashvani (Weekly): — Better type of printing paper is 

being used with effect from the Radio Week Issue 1958 
with the result that the quality of printing and get up 
etc., have improved. Publicity is also being given re- 
garding this journal with a view to augmenting the cir- 
culation. j 

(ii) Awaz (Fortnightly): — There has been steady decrease in 

circulation since 1953. This is mainly due to the fact that 
the number of persons knowing Urdu has decreased 
after partition. 
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The price of this journal has been reduced as mentioned 
in the previous para, with a view to increase the circula- 
tion. 

(iii) Sarang (Fortnightly) : — The price of this journal has been 

reduced as already mentioned in para 2 above and this 
is expected to increase the circulation. 

(iv) Betar Jagat (Fortnightly): — The circulation is rising 

steadily. 

(V) Vanoli (Fortnightly): — The circulation is rising steadily 
since 1955 although it is much below the level of 1952. 
The increase since 1955 may be attributed to the instal- 
lation of 100 kw transmitter at Madras resulting in wider 
coverage of Tamil broadcasts with consequential rise in 
the circulation of the journal. 

(vi) Vani (Fortnightly): — The circulation is slowly rising 

from 1955 although it is slightly below the 1952 level. 
The rise may be attributed to the installation of a more 
powerful transmitter at Vijayawada resulting in wider 
coverage of Telugu broadcasts with consequential rise in 
circulation. 

(vii) Nahhovani (Fortnightly): — The circulation in 1957 was 
the highest since 1952. The increase in circulation has 
been gradual and steady. 


R. K. RAMADHYANl, 

Secretary 
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STATEMENT VI 


Statement $hotoing the recommendations made in Estimate Committee's 12th Report (i954-55> 
on Ministry of Information and Broadcasting (AJLR) and latest position thereof 


SI. Para Summary of conclusions/ Latest position (Action taken by 
No. No. recommendations Directorate) 


61. 130 The billing of programmes in the 

programme Journals leaves 
much to be desired. The 
journals should clearly indi- 
cate the exact programme as 
exhaustively as is possible 
within the limitations of space. 
Wherever possible the details 
of the compositions being sung 
should be given. 

62. 131 Nq rational policy appears to 

govern the publication of 
pictures in the journals. A 
photograph, if published, must 
be with the sole purpose of en- 
abling a listener to visualise the 
broadcaster while listening to 
his programmes or to high- 
light the programme of the 
individual whose photograph 
is published. Important pro- 
grammes should be high- 
lighted by printing them in 
thicker types of publishing 
them separately in a box at the 
end of each day’s programmes. 

63. 131 Certain programme journals 

publish the text of certain 
songs broadcast during the 
course of the week. Journals 
which do not publish such songs 
will be well advised to follow 
this example. The text of the 
light songs produced by AIR 
may also be published in the 
journals. Th is will popularise 
AIR’S light music. 

64. 133 The publication of articles in the 

programme journals docs not 
contribute much to the sale of 
the journals. The main pur- 
pose of the journals is to pro- 
vide information about forth- 
coming programmes and it 
would be better for the 
journals to strictly confine 
their contents to the pro- 
grammes. 


This recommendation has already been 
implemented and the new set up of the 
Indian Listener embodies many new 
features, as for example, booking of 
important programmes, giving the first 
lines of songs, indication of the rages, a 
diary of selected programmes under the 
heading “Week Listening”. Recom- 
mendation No. 63 concerning photo- 
graphs arc as far as possible given on or 
near the page where the programme 
figures. The scope of photographs has 
been extended to illustrate the topics 
of the programmes. Pen and ink 
sketches will also be intr educed. Pre- 
paratory steps have been taken for 
giving texts of songs with notation 
especially of important classical songs 
and light music productions of AIR 
which fi^re in the Journal for the 
week. It is proposed to give these texts 
in the form of loose sheets so that they 
can be permanently preserved in a 
Music Folio, 


The question of improving the Indian 
Listener and Sarang is under considera- 
tion of D.P.D. to whom the subject hat- 
been transferred. 


Although the main purpose of the joumala 
is to provide information about forth- 
coming programmes, it has never been 
the practice of radio journals anywhere 
to exclude reading material altogether 
and that would considerably detract 
from their appeal. Full texts of talks 
etc. need not be given in the joumds 
which are being printed separately 
through quarterly journals like Pros- 
arika or ’'AIR Selections” the quality of 
which is gradually being improved. 
It is proposed to give in the programme 
journals selected reading material in 
addition to editorial notes, etc. on topics, 
connected with radio and listening. 
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SI* Para Summary of conclusions/ 

No. No. recommendations 

65 134 Such of the journals as can bt 

printed in the Printing Press 
of the Publications Division 
should be printed there. This 
will considerably reduce the 
expenditure on printing char- 
ges. Every avenue should be 
explored to reduce the cost of 
production of these journals 
and increase their revenue 
through more advertisements 
and increased circulation. 


66 135 Considering the poor circulation 

of the journals (Urdu) 
& Nohhovani (Gujerati) the 
losses incurred on them are 
unjustified. In case it is 
not possible to make the two 
journals self supporting, their 
publication should be discon- 
tinued. Publicity of Pro- 
grammes may be done through 
the local Urdu and Gujerati 
newspapers who may be sup- 
plied regularly with the text of 
the programme. 

67 136 The sales of the programme 

journals should be pushed up 
by intensive publicity both 
visual and over the micro- 
phone. 

^ 137 There is a good market for the 

programme journals and with 
greater attention on the part of 
Government they can all be 
made self-supporting. 


Latest position (Action 
taken by Directorate) 

The present capacity of the Government 
printing press assigned to the Publica- 
tions Division does not permit theit 
undertaking the work of Radio journals. 
When the new full-fledged unit at 
Faridabad is placed at the disposal of the 
Ministry, the printing of the journals 
which now issue from Delhi will Ijc done 
in that unit. 

\ separate space selling unit has already 
been set up under the D.A.V.P, for 
securing more advertisements for the 
Radio journals and the results so far have 
been quite encouraging. 

It is necessary to consider the totnl circu- 
lation of all journals put together. That 
circulation amounts to 75,075 copies. 
The total number of radio licences in the 
country is 10,29,816 and this works to a 
percentage of 7.29 which is not a dis- 
appointing percentage considering the 
extent of literacy and the reading habits of 
the people in thh country. The total 
number of copies of radio journ Is sold, 
namely 75,075 also compares favourably 
with the total number of 25 lakhs copies 
of daily newspaper sold in the country. 


If a comparative view of similar figures 
in Great Britain is taken, it would seem 
that the position is not so discouraging. 


Precisely because reading habits arc no 
similar in different linguistic groups of 
the country, it is all the more essential 
to consider the circulation of journals 
together as one group. It is also neces- 
sary to add to the volu ne of circulation 
the copies of Radio Publications lik 
AIR Selections y prasarika and other 
pamphlets which are based on mate- 
rial broadcast by AIR. There are also 
other reasons of publicity for continuing 
the publication of the journal, Atoaz in 
Urdu. It is, therefore, not proposeb to 
discontinue the Publications of journals 
which are well established Neverthe- 
less, every effort is being made as sug- 
gested by the Committee to pay greater 
attention to the question of making the 
journals self supporting and for that 
purpose, not only better production 
standards of the journals but also a 
larger advertising revenue is being 
aimed at. 

The Committee’s suggestion that the sales 
of the journals should pushed up by 
intensive publicity has been taken up for 
implementation. 
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Note from the Ministry of Irrigation and Power pursuant to action 
taken on para 62 of the Sixteenth Report regarding adminis- 
trative audit system in the multi-purpose river valley projects 
and Ministries. j 

1. In pursuance of the uhdertaking given in the Ministry of 
Irrigation and Power note dated the 30th August, 1954 and the 
direction contained in para 115 of the Fifteenth Report of the Public 
Accounts Committee, the Ministry of Irrigation and Power have 
examined the question of introduction of the Administrative Audit 
System in the various multi-purpose river valley projects in consul- 
tation with the project authorities and the views of Government 
are explained in the succeeding paragraphs. 

2. The Administrative Audit System encourages the setting up 

of an organisation in each multi-purpose project, independent of 
the project executive, for carrying out an internal audit of the pro- 
ject 'transacfliorts. Ithts jorganisation will be in addition to ^e 
normal accounting and auditing organisations under the control of 
the Comptroller and Auditor General. The system is intended to 
ensure an effective control on costs at every stage of construction 
of the project. According to the proposals drawn up by the Chief 
Engineer, C.P.W.D., Ministry of Works, Housing and Supply, who 
had accepted the original recommendation of the Public Accounts 
Committee, the functions of the internal audit organisation will be 
briefly: I 

(i) Scrutiny of contracts entered into by the executive for- 

mations from a technical point of view, with particular 
reference to the rates accepted; 

(ii) Examination of the administration of contracts paying 

special attention to unauthorised and/or uneconomical 
deviations, issue of stores and machinery to contractors, 
and observance of time for completion stipulated in the 
contract for various items of work and phases; 

(iii) Site check of work to ensure that materials and work- 

manship provided by the contractor are with the con- 
trac* soecifications; 

(iv) Technical examination of the contractor’s bills, after pay- 
ment to ensure that payment is made only for the actu- 
al work carried out in accordance with the conditions 
of the contract; stores issued to the contractors are only 
those authorised in the contract and are properly ac- 
counted for, etc.; and 

(v) To check muster rolls and C.P. bills for departmentally 
employed labour, the progress of work done by the 
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labour and to see that departmental labour is not em- 
ployed in excess of requirements or on work which 
would more economically be executed by contract. 

The organisations in river valley projects will have such other simi- 
lar functions as to suit the nature of work done in these projects. 

3. The comments of the Central Water and Power Commission 
and the project authorities and State Governments addressed by 
this Ministry are summarised below: 

Central Water and Power Commission. — The creation of 
an internal audit organisation will mean unnecessary extra expendi- 
ture. Confusion will be caused in the accounts and payments will 
be delayed by too many people doing the same job of auditing. 
Further, the persons to be selected for the organisation shall have 
to be men of high integrity and experience in their profession and 
there is at present an acute shortage of engineering personnel es- 
pecially of the type required to man the organisation. 

Damodar Valley Corporation. — The main point for con- 
sideration is whether in the present set-up with its foreign Chief 
Engineer and a quality control team under Harza Engineering Co. 
and at this late stage of the works, it is really feasible or neces- 
sary. On a balance of considerations, the Corporation sees no ob- 
jection to trying the system in a limited way in the Panchet Hill 
Project. 1 

BTiakra Nangal Project. — The Punjab Government do not 
consider it necessary to introduce ttiis system in the Bhakra Nan- 
gal Project for the following reasons: 

(a) The works at Nangal which were in an advanced stage 

of construction have since been completed; 

(b) As regards Bhakra Dam, there is already an Inspection 

Directorate and this organisation is responsible to see 
that the work is done according to specifications and 
designs by the Construction Directorate. The designs 
are prepared by the Bhakra Dam Designs Directorate 
which sees that the work is done according to the 
sanctioned plans; 

(c) The entire execution at Bhakra is carried out department- 

ally and not through any contractor who may like to 
make money by ignoring specifications; and 

(d) The introduction of this system would increase the cost 

without any corresponding benefit. 

Tungdbhadra Project {Board Area). — ^The Board considers 
that the introduction of the administrative audit system on this 
project is unnecessary at this stage when it has almost been com- 
pleted. 

Koyna Project. — ^The State Government do not consider it 
necessary to introduce the system in the river valley projects which 
are being executed in the State, so long as works are being carried 
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out throu^ the agency of the contractors. The question of intro- 
ciucing this system will be considered if and when any large river 
valley project is undertaken by the Bombay P.W.D. for department- 
al execution. I 

Kosi Project. — In view of the great dearth of experienced 
staff and other complications involved, the Kosi Control Board 
considers that the introduction of the system in the Kosi Project 
is not feasible. ! 

Hirakud Dam Project. — At Hirakud, sufficient safeguards relat- 
ing to financial control exist. The view of the Chief Engineer is that 
the works on the project are concentrated within a region of 
manageable area under the direct supeirvision of the Chief Engineer, 
that sufficient checks regarding financial control already exist and 
that the proposed system is likely to lead to delay in the execution 
of work. The first stage of the project is nearing completion. 

Rihand Project. — ^The State authorities have reported that there 
is already an organisation going by the name of ‘Design emd Test 
Directorate’ whose functions cover all that the ‘Administrative 
Audit’ is intended to carry out. The functions of the Administrative 
Audit System are already provided for m the organisational set-up 
of the Department and, where the construction of a river valley pro- 
ject is undertaken by a long established engineering department of 
the State Government, there is no need to have an additional 
arrangement for ‘Administrative Audit’. 

Nagarjunasagar Project. — ^The Control Board considers that as 
the project is in the initial stages the question of introducing the 
system may be postponed till after the tempo of work had increased 
sufficiently. In the meantime, the Board agreed that the Chief 
Engineer could introduce such measures of supervision as he con- 
sidered necessary purely as an internal arrangement. 

Chamhal Project. — ^The Government of Madhya Bharat (since 
integrate in Madhya Pradesh) and the Government of Rajasthan 
have no objection to the introduction of the system in the Chambal 
Project. The Chambal Control Board desired to know the reactions 
of the State Governments concerned and the position in regard to 
the introduction of the system in other projects. The Board’s com- 
ments are awaited. i 

It will be seen from the above that Macfiiya Bharat (since integ- 
rated with Madhya Pradesh) and the D.V.C. to a limited extent are 
agreeable to introducing the proposed system and that the Nagar- 
junasagar project authorities are not against it. All the others, 
namely, Kosi, Rihand, Tungabhadra, etc. have either expressed 
themselves against the proposal or do not find it necessary. 

5. According to the scheme proposed by the Chief Engineer, 
C.P.W.D., the main functions of the “Technical Examiner’s Organi- 
sation’’ will be as indicated in para 2 above. The functions of the 
“Surveyor of Works” Organization are as follows: — 

(i) Preparation of preliminary estimates for all works for 
which administrative approval is required; 
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■(ii) Preparation of detailed estimates for all works costing 
above Rs. 40,000. In respect of works costing Rs. 40,000 
and below, though detailed estimates will be prepared 
by the Executive Engineer, some check shall be exer- 
cised by the Surveyor of Works Organisation that the 
procedure followed in the Executive Engineer’s office 
both with regard to preparation of estimates and the 
drawing up of agreements etc. is correct; 

(iii) Preparation of N.I.T. papers and contract documents in 
respect of works costing above Rs. 40,000. In respect 
of agreements within A.C.E.’s power of sanction the 
scrutiny shall be done in consultation with F.A. to 
A.C.Es. They will also scrutinize final agreements when 
received from the lower formations. 

(iv) Checking of the additional items pertaining to works 

which are beyond the powers of the Executive 
Engineers; 

(v) Planning and designing of important works; 

(vi) Preparation and examination of schedule of rates and 

specifications; 

(vii) Dealing with legal notices, and suits filed in courts aris- 
ing out of disputes pertaining to contracts. Advise the 
executive formations at all levels on arbitration cases; 
and 

(viii) Fixing and revision of minimum fair wages. 

The main functions of the Chief Technical Examiner’s ‘Cell’ are: — 

(i) Inspection of important works after completion as also 

during progress for ensuring (a) quality to specifica- 
tions, (b) execution to schedule, and (c) no undue de- 
viations during construction; 

(ii) Inspection of works carried out departmentally for en- 

suring no excess use of materials and labour; 

(iii) Checking a percentage of concluded contracts for en- 

suring reasonable rates and no ambiguity in conditions, 
description and specifications with particular reference 
to negotiated contracts; 

(iv) Checking a percentage of bills after payment with refer- 

ence to measurement books as also check on measure- 
ments and quality of works executed; and 

(v) Generally to help the Ministry of Works, Housing and 
Supply, Audit and A.G.C.R. on technical points in 
audit objections, draft paras, bills, contracts, etc. 

The ‘Surveyor of Works’ organisation has been set up imder the 
Chief Engineer, C.P.W.D. and the Chief Technical Examiner’s ‘Cell’ 
in the Ministry of Works, Housing and Supply. 
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6. In respect of river valley projects, the recommendation is that 
there should be one organization for the Administrative Audit 
System. The functions of such an organization will as indicated 
earlier be more or less on the lines of those of the “Technical Exa- 
miner’s Organization”. It has been pointed out in this Ministry’s 
note dated the 30th August, 1954, that the States cannot be com- 
pelled to adopt the new system but that it was open to the Central 
Government provided they were satisfied that the existing arrange- 
ments were inadequate, to commend for the consideration of the 
States the adoption of such a system. Further one important de- 
velopment has to be taken into consideration in this connection, 
namely, the introduction of cost control in the multi-purpose pro- 
jects. The Estimates Committee of Parliament in their Fifth Re- 
port had recommended that a cost accounting organisation for each 
project should be set up as soon as a scheme was sanctioned/ that it 
should act as a “searchlight”, point out the “bacilli of waste” and the 
direction in which improvement was needed. The authorities of the 
multi-purpose projects were requested to set up cost accounting 
cells. 'The cost accounting procedure has been in force on the D.V.C. 
and Hirakud projects. A cell was started in Bhakra towards the 
end of 1955. At Chambal, the necessary staff has been sanctioned 
and further action is being taken. At Kosi, the accounts organisa- 
tion is being formed. A beginning has been made at the Nagarjuna- 
sagar and Rihand projects. Koyna is only in the preliminary stage 
of construction and cost accounting cells are expected to be opened 
at the appropriate time. A cost control unit is also being set up 
in the C.W.P.C. in order to co-ordinate the work in the projects, 
watch the trend of costs of river valley projects, give directions to 
the project units, where necessary, etc. One Cost Engineer and one 
Cost Accountant are being recruited for the purpose. 


7. At the same time, with a view to evolving a uniform cost 
accoimting organization, the Rates and Costs Committee set up by 
this Ministry, were ask^ to go into the question and make suitable 
recommendations. This Committee have defined the functions of 
the cost control organization as follows; — 

“The cost section is to function as an independent fact-collect- 
ing agency and compiling data for presentation to ex- 
ecutives in a form most serviceable to them. Its major 
objectives are (i) to furnish the maximum amount of 
Information from both operation and cost angles, (ii) 
to present in the most practical way the facts that re- 
veal actual i>erformances and to aid in the attainment 
of high standards of efficiency and, therefore, of reali- 
sation of maximum economy, and (iii) to aid in deter- 
mining operational policies. In short, cost accounting 
would aim at accounts for operators and project mana- 
gers instead of accounts for accountants. It is thus 
more an adjunct to Engineering Departments particu- 
larly of estimating and planning than to the general 
accounting department.” 
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The Committee have also laid down the following as essential 
conditions for an efficient costing system: 

(i) that arrangements and designing of the cost accounting 

system should be suited to the organizational set-up and 
the methods of construction on a particular project, at 
all levels of management down to the smallest field of 
activity; 

(ii) that the costing organization should be conversant with 

technical aspects of the work to detect flaws in the ori- 
ginal data and to offer constructive criticism to improve 
efficiency; 

(iii) that promptitude and utmost regularity in the supply 

of data to the organization should be ensured; and 

(iv) that where the availability of actual data is not possible 

in time, best approximation should be made and sub- 
sequently corrected. 

The Committee have also recommended that the cost organization 
should be headed by a competent cost engineer assisted by trained 
Staff and that he should be able to comment on (i) the opeiations 
which are costing more than the estimates, (ii) the possible revenues 
of saving, and (iii) the ultimate cost of the project. This organiza- 
tion, it is envisaged, should be independent of the executive orga- 
nization but be responsible to the Chief Engineer of the project. 

8. Further, the high-level committee on Plan Projects set up by 
the Government have appointed a team to undertake a detailed 
study of the Chambal and Lakkhavali projects. The terms of refer- 
ence of the Team, which includes top ranking engineers in the 
country, are as follows; — 

(1) To study all aspects of the Project having a bearing on eco- 
nomy and efficiency with special reference to: 

(a) Utilisation of trained personnel and materials; 

(b) Utilisation of machinery and equipment; 

(c) Construction Plant lay-out; 

(d) Adequacy of original estimates and designs as evidenc- 

ed from actual construction of the project; 

(e) Phasing of construction with a view to studying whether 

(i) timely utilisation of benefits accruing from the 
Project has been ensured; 

(ii) it is possible to accelerate accrual of benefits; 

(iii) benefits could be increased by rephasing the pro- 
ject at this stage; 

(f) Sufficiency of investigations conducted at the planning 

stage with a view to the formulation of Project Esti- 
mates; 

(g) The effect of the above study on the financial results of 

the Project, if any. 



240 


(2) Generally to assess the progress made in construction, the 
reasons for shortfall, if any, and to suggest measures for improve- 
ments in the future. 

(3) To examine the possibility of decreasing dependence upon 
imported materials and equipment required for the project. 

(4) To examine whether adequate steps have been taken by the 
authorities concerned for fixing and realising the contemplated 
water rates, betterment fees and/or any other rates, cesses or tax- 


(5) Any other recoromendation that the team may like to make 
in order to ensure economy and efficiency in the construction of the 
Project. I 

It will be observed that the above terms cover some of the impor- 
tant fimctions of the proposed Administrative System. The reconv- 
mendations of the Team in the matter of efficiency and economy 
will be implemented not only in the particular projects investigated 
but also in other major projects in the country. 

9. The Government of India have examined the matter careful- 
ly and in the light of the position explained above, come to the 
conclusion that the purpose for which the Administrative Audit 
•System has been recommended can be met by amplifying the func- 
tions of the cost control organization in the projects in such a man- 
ner as to provide for spot check of quality and quantity of work and 
scrutiny of contracts from the technical point of view. In other 
words, the duties of the Technical Examiner envisaged under the 
•Administrative Audit System and those of the Cost Engineer will 
be combined in one and the same officer. This arrangement will 
make for economy without, in any way, affecting the implementa- 
tion of the essential principles underlying the Administrative Audit 
System. As indicated in para 6 above, the system modified on the 
lines indicated above will be commended to the D.V.C., Timgabhadra 
Board, and the State Governments through the respective Control 
Boards for adoption. ! 


T. SIVSANKAR, 

Secretary. 
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Note from the Ministry of Labour and Employment regarding dis- 
ciplinary action against the Treasury Officer under page 27, 
Grant No. 68 — Employment Exchanges and Resettlement, Note 
6 — Drawal of a forged bill, Appropriation Accounts (Civil) 
1954-55. 

Disciplinary action against Treasury Officer : — The Ministry 
should draw the attention of the West Bengal Government to the 
fact that the Public Accounts Committee were very much distressed 
to note that final decision in the case had not been taken even 
after a lapse of 8 years and the reaction of that Government should 
be communicated to the Committee. 

The facts of the case are as follows : — 

The following case of defalcation came to the notice of this 
Ministry in April 1950. 

A contingent bill Rs. 500/- purported to have been drawn by 
a Sub-Regional Employment Officer, Burdwan and made payable 
to a messenger, was paid by the Bank Sub-Treasury, Asansol in 
October, 1949. At the time of the verification of the monthly ex- 
penditure of the Regional Directorate of Resettlement and Employ- 
ment, it was detected that no such expenditure was incurred by the 
Sub-Regional Employment Exchange. Police investigation proved 
ineffectual. The handwriting expert was of the opinion that the 
signatures of the Sub-Regional Employment Officer on the said bill 
were forged. There was no evidence that the production of a sepa- 
rate letter of authority other than the endorsement on the bill, as 
required under the Treasury rules, was insisted upon by the Sub- 
Treasury Officer. In the absence of any contributory negligence on 
the part of the Employment Exchange the Accountant General held 
that the Sub-Treasury Officer was responsible for (i) non-detection 
of ^e forged signature on the bill and (ii) non-observance of the 
rules. On 7th January, 1953, the Accoimtant General, requested the 
Government of West Bengal, Finance Department, to fix the res- 
ponsibility of the Sub-Treasury and the Bank and for making ar- 
rangements for the recovery of the loss from the person or persons 
who made the payment. Since then this Ministry have been re- 
minding the State Government from time to time with a view to 
finalising the case. I 

Under Rule 352 of the Treasury Rules, West Bengal, Volume I 
which corresponds to Rule 430 of the Central Treasury Rules, the 
Bank can disburse payment of claims when presented through 
messenger who can be identified, provided the Bank is previ- 
ously in possession of specimen of payee’s signature. In this case, 
no specimen signatures of the Sub-Regional Employment Officer 

•U1 
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were kept in the Bank and the payment was made on the authority 
of the pay order recorded on the bill by the Sub-l^reasury Officer. 
The Solicitors of the Imperial (new State) Bank (which ftmetioned 
as agent of the Reserve Bank of India and actually made the pay- 
ment) contended on 8th October, 1953, that the provisions of S.R. 
352 of the Treasury Rules, West Bengal, Vol. I were not mandatory 
and toat the Rule was not supported by any law. TTiis view of the 
Solicitors was supported by the Reserve Bank of In^a and also by 
the Legal Remembrancer of the Government of West Bengal on 
16th February, 1955. As in a similar case which occurred in a trea- 
sury of another State, that State Government had held the view 
that they were entitled to recover the amount from the Bank through 
whose negligence the loss was caused, the Comptroller and Auditor 
General of India desired that the Govt, of India should consider the 
matter further before acquiescing with the contention of the Bank. 
The Comptroller and Auditor General’s office reference to the Gov- 
ernment of India, Ministry of Finance, was made on 4th January, 
1956. The decision of Government is still awaited. 

The State Government have stated that the question of responsi- 
bility of the Bank and the apportionment of the loss consequent 
thereon would be settled when a decision is reached on the question 
of interpretation of the above rule. 

Attention of the Government of West Bengal has been drawn 
to the fact that the Public Accounts Committee were very much 
distressed to note that the final decision in the case has not been 
taken even after a lapse of 8 years. The reaction of the State Gov- 
ernment is indicated in the para above. 

The Note has been seen by Audit. 

21st March, 1958. S. ABDUL QADIR, 

Director-General of Resettlement and 
' Employment and Joint Secretary. 
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Note from the Ministry of Labour and Employment regarding mis- 
appropriation of Rs. 4,211 by the Stores Clerk of an Industrial 
Training Institute under page 27, Note 9 — Misappropriation of 
Government Money and Stores, Appropriation Accounts (Civil) 
1954-55. : 

Misappropriation of Rs. 4,211/- by the Stores Clerk of an Industrial 

Training Institute 

(i) When the case against the Deputy Manager came to the 
notice of the Ministry, was that officer suspended from service? 

(ii) What has been the final conclusion of the disciplinary pro- 
ceedings taken against the Deputy Manager? 

The facts of the case are as follows : — 

The Departmental check made in April/May 1954 as a result of a 
comment made in the Audit Report on the accounts of the Industrial 
Training Institute, Aundh, for the year 1951-52, regarding the omis- 
sion to credit sale proceeds of certain manufactured articles by the 
Stores Clerk disclosed a loss of Rs. 4,201-14-0 due to falsification of 
records, sale of articles at lower prices and articles found short, etc. 
The loss was later estimated at Rs. 4,211-7-0 by the Accountant 
General, Bombay, in their letter No. OA/6643, dated 9th September, 
1954. Investigation revealed that the loss was caused by the falsi- 
fication of records by the Stores clerk, Shri — . Prosecution was laim- 
ched against him and he was sentenced by the court to 8 months' 
rigorous imprisonment. He was also dismissed from service with 
effect from 30th December, 1955. As the Principal and the Deputy 
Manager were also found to be guilty of neglect of duty in super- 
vising the work of the Stores clerk, a departmental enquiry was 

initiated against them. The main charge against Shri was that he 

entrusted the work to the Deputy Manager and failed to exercise 
effective supervision over the working of the stores and sales shop 

of the Institute, and that against Shri was that he failed to 

carry out satisfactorily the work entrusted to him pertaining to the 
stores and the sales shop. As a result of the findings in the depart- 
mental enquiry both the Principal and the Deputy Manager were 
ensured and ordered to pay Rs. 400/- and Rs. 200/- respectively for 
their negligence resulting in loss to Government. During the course 
of the enquiry it was revealed that there were some false entries in 
the accounts involving a loss of Rs. 1,550-2-3 pertaining to the 

period 20th April, 1951 to 31st July, 1952. Shri was working at 

the Institute as Deputy Manager. He was reverted on 31st July, 
1952 to his permanent post under the Central Railway. Charges 

were framed against Shri and forwarded to the General 

Manager, Central Railways for taking disciplinary action against 
Shri and for recovering the amount of Rs. 1,550-2-3 from him. 
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The Deputy Chief Mechanical Engineer. Central Railway, issued 

the charge-sheet on Shri on 22nd May, 1956 and asked for his 

explanation. Shri refuted the charges and requested to be 

heard in person. The General Manager, Central Railway, request- 
ed this Ministry to comply with his request before calling upon the 
Railway Administration to take further action in the matter. As 
the de jure transfer of the administration of the Training Institute 
from the Central Government to the Government of Bombay was 
effected on 1st November 1956, the State Government were requested 
to take further action in the matter direct, and arrange for the oral 
enquiry in consultation with the Central Railway. The Director of 

Technical Education, Bombay, appointed on 17th May, 1957, Shri , 

Inspector of Technical Education, Bombay to hold a departmental 
enquiry in the matter and to submit his report to him for necessary 
action. He has now intimated that the enquiry has been completed 
and that the findings will be reported to the General Manager, Cen- 
enquiry in the matter and to submit his report him for necessary 

action. Shri was not suspended from service as the facts about 

the portion of the falsification of accounts during his term of office 
as Deputy Manager came to notice long after his reversion to his 
parent Department, the Railways. 

This note has been seen by the Accountant General, Bombay. 

21st March, 1958. S. ABDUL QADIR, 

Director-General of Resettlement and 
Employment and Joint Secretary. 
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Note from the Ministry of Rehabilitation pursuant to action taken 
on para 116 of the Sixteenth Report regarding review of the 
conduct of various Camp Commandants. 

New Delhi, the 31st December, 1957. 

The Public Accounts Committee desired that the 15 cases report- 
ed to them by the Ministry of Rehabilitation should be pursued 
more vigorously and a revised Note submitted to them stating; — 

(a) The amount of loss in each case, 

(b) Recovery, if any, effected from the persons responsible, 

(c) Prospect of any recovery, and 

(d) Disciplinary action taken. 

2. The State Governments concerned were accordingly request- 
ed to furnish the requisite information. The reports received from 
them have been scrutinised and a statement showing the aforesaid 
particulars is attached. For facility of reference the information 
already furnished to the Committee has also been incorporated in 
the attached statement. 

3. This Note has been vetted by the Chief Audit Officer (Food, 
Rehabilitation and Supply), New Delhi. 

NAGENDRA BAHADUR, 

Joint Secretary,^ 
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MINISTRY OF 

Statement Shofoing The Result of Rem0a of 


S. Name of relief Duties & other Name of Period of Whether still Average 
'No. camp responsibilities the camp service in inGovt.scr- population 
entrusted to the commandant camp vice, if so, of the 
camp comman- where & in* camp 

dant what capacity 



X. Nari Sewa Sadan, General Adminis- 
Ulhasnagar. t rat ion supervi- 

sion etc. of the 
camp, distribu- 
tion of cash doles 
etc. among the 
camp inmates, 
maintenance of 
proper accounts 
and looking after 
the welfare of the 
camp inmates. 


1 - 8-49 No. 1,500 

to 

23-I2-53 


-j. Pimpri Camp, GeneraUdmn.and 
Poona. supervision of the 

camp, proper 
maintenance of 
accounts, distri - 
but ion of rations 
etc. among the 
camp inmates, 
local purchases, 
disbursement of 
loans & liaison 
between the DPS. 
and the Collector, 
Poona. 


22-3-48 ; Under 7,000 

to Suspension to 

15-6.51 8,000 
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REHABILITATION 

The conduct jf various Camp Commattdants of Relief Camps 


Brief particulars 
of the 
irregularity 
committed 

Loss 
involved 
if any 

Recovery 
effected 
so far 
(if not 
possible 
reasons 
thereof) 

Amount yet to 
be recovered 
& the 

prospects of 
recovery (if not 
possible, reasons 
thereof) 

Disciplinary 
action taken 
or proposed 
to be taken 

Remarks 

s 

9 

10 

II 

12 

U 


Lack of proper Rs, 4,946/14,9 Rs. 537^2, - 
supervision re- 
sulting in the 
misappropria- 
tion of Govi. 
money amount- 
ing to about Rs. 

5,000/-. 


Chances of fur- 
ther recoveries 
arc remote as 
none of the 
officers res- 
ponsible, is 
in Govt, ser- 
vice. 


No action was 
considered ne- 
cessary by the 
Govt, of Bom- 
bay against the 
Camp Com- 
mandant as 
she had already 
attained the age 
of superannua- 
tion at the 
time when the 
mis-appropria- 
tion took place. 
She was also 
not in receipt 
of any pension. 
However, ser- 
vices of the 
other three 
persons w'ho 
were respon- 
sible for mis- 
appropriation, 
were termi- 
nated and they 
were also black- 
listed for fu- 
ture employ- 
ment, under 
the Govt, of 
Bombay. 


Charges of forgery Rs. 15,62^,- 
and fraud. 


The main cul- 
prit (ex- Loan 
clerk) is abs- 
conding. 


The Camp Com- 
mandant was 
prosecuted but 
was acquitted 
by the trying 
court. How- 
ever, a Depart- 
mental enquiry 
was held and he 
was removed 
-from service in' 
May, 1955 . 


488 L.S— 17 
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1 2 


3 


4 5 


6 7 


5. Gandhi Nngar 
Camp, Kolha- 
pur. 

General adminis- 
tration of the 

camp. 


20-11-48 

to 

5-8-49 

Not known. 

6,000 

6 

0 

Dn 

•• 

6-8>-49 

to 

21-1*53 

Yes, Asstt, 
Custodian of 
evacuee Pro- 
perty, New 
Delhi. 

7.000 


3. Dhandera Camp, General Adminis- 
Roorkee. tration & supervi- 

sion of the camp. 


Not inti- Not known. 1,900 

mated by 
the State 
Government. 
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©Shortages in ^ 
food grains 
worth about 
Rs. 12 , 000 /-. 

> Rs. 7.873/7/6® Rs. 1,107 5 * 
•Shortages in | 
food grains and | 
failure to obtain j 
proper securities 
for loans in 176 
cases. 


It has been de- @The amount of 
cided by the loss originally 
Government of reported by the 


Bombay that in 
the absence of 
adequate evi- 
dence on the 
basis of which 
the responsibi- 
lity could be 
fixed for the 
shortages, no 
mo-e rccov- 
ries should be 
effected. 


State Govt, and 
communicated 
to the PAC was 
Rs. 12,000/-/-. 
On re-assess - 
ment which was 
done after tak- 
ing into account 
1% short.igedue 
to transit loss & 
another 1% due 
to retail distri- 
bution, this total 
loss has now 
been worked out 
at Rs. 7*873/7/- 


Charges of No loss 
corruption. of Govt. 

money is 
involved. 


♦It has since 
been decided by 
the State Govt, 
in consultation 
with their Legal 
Deptt.that the 
amount already 
r cco vered 
should be re- 
funded, if and 
when such re- 
quests arc made 
by the persons 
concerned. A 
portion of this 
amount has al- 
ready been re- 
funded to one 
of them. 

The charge aga- Shri Sinha was 
inst the Camp tried in the 
Commandant Court of Law 
was that he but was acquit- 
had induced a ed. He was, 

number of however, rc- 

D. P. S. to pay moved from 
him appreciable Govt, service, 
sums, giving Necessary ban 
them to believe on his future 
that they were employment in 
securities for Govt. service 
the allotments of was not consi- 
shops etc. Thus dcred necessary 
the amount is- by the State 

appropriated was Govt, as he was 

not the Govern- already above 55. 
ment money. 
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I 2 


3 456 


6 . Dhandra Camp, 
Roorkce. 


General adminis- 
tration & supervi- 
sion of the camp. 


19-5-48 

to 

9-1 1-49 


Not known. 


7. Birsi Camp, Bhan- General supervi- 
dara District. sionof the camp, 
arrangements for 
accommodation, 
distribution of 
rations etc., regis- 
tration of D.P.S., 
transport, move- 
ment by rail. 


0 ) 1-2-4^ A.ssit. Com- 

to missioners at 

16-2-48 Waraseoni, 

Chanda, & 

(it) 17-8-48 Jabalpur res- 

to pectivelv. 

25-8-4H 

(Hi) 26-8-48 
to 

15-11-48 


1-12-48 No. 
to 

4-6-50 


(b) Reception of 
D.P.S. and their 
registration, 

(c) Accommoda- 
tion, feeding, 
clothing arrange- 
ments. 

(d) Proper main- 
tenance of 
accounts. 


8. Sanganer Camp, (a) General Ad- 
Jaipur. ministration and 

supervision of 
the camp. 


7 


1,900 


10,000 


17.00^) 



Charges of 
embezzlement 


(a) Serious 
shortages in 
Stocks of fuel 
wmod, anti 


(/>) Excess 
issues ofclotn 
6c DlankCTs. 


Is'.a.s of 
rations on 50 
bogus cards 
to non- entitl- 
ed persons. 


No loss 

The U.P. Govt. 

of Govt. 

intimated that a 

money is 

sum of Rs. 4 , 183 - 

involved. 

2-2 was misap- 
propriated from 
the loan of 
Rs. 92,000 advan- 
ced to Dhandera 
Pursharthi Con- 
sumers’ Co- 


operative So- 

ciety under the 
U. P. Relief & 
Rehab. Loan 

Act, 1948. Thus 
the question of 
the embezzle- 
ment of Govr. 


money is not 
involved. 


ts62 3 - Kecav^erics could not be 
eifected us the olficers 
responsible were then n 
longer in service. 


The State Govt, 
did not institute 
any proceedings 
against the Camp 
Commandant as 
it was found 
after due inves- 
tigations that no 
case could be 
made out against 
him. The other 
two officers, na- 
mely Accountant 
& Cashier, were 
tried in the Court 
of Law. The for- 
mer was acquit- 
ted but tlie Cash- 
ier was sentenced 
to 3 months' R.I. 


The case was ex- 
ctmined by the 
erstwhile Madhya 
Pradesh Govt, 
and the officers 
concerned were 
ccasurel. 


The services of 
the Camp Com- 
mandant and 
the Accountant 
were terminated. 



1 2 


3 


5 


6 


7 
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9- Kishangarh 
Camp, Jaipur. 


(а) Gencr 1 Ad- 
ministration 
and super- 
vision of 
the Camp. 

(б) Reception of 
D.P.S. .nd 
their regis- 
tration. 

(c) Accommoda- 
tion, feeding, 
clothing ar- 
rangements. 

(d) Proper main- 
tenance of 
accounts. 


4-5-49 Yes, in Pan- 
to chayat Deptt, 

6-8-49 Udaipur. 


to. Sardar Shahar Do. . . 2/49 3/49 

Camp, Bikaner. 


2,000 


18,000 




8 9 10 II 


12 13 


Alleged mis- Rs. 20,001/15/9 .. 


According to th® 

appropriation 


latest informa- 

of Govern- 


tion received 

ment stores 


from State 

including 400 


Govt, they are 

tins of vege- 


now of the 

table ghee& 


view that no 

non-mainten- 


misappropria- 

ance of ac- 


tion seemed to 

counts in res- 


be involved in 

pect of cloth 


this case. How- 

anb rations 


ever, a definite 

distributed 


conclusion cowld 

among O.P.S. 


not be cjrried 
at as some 
of the records 
were not avail- 
able with the 
State Govt, for 
audit. The mat- 
ter is now stated 
to have been re- 
ferred to the 
A. G., Rajasthan 
in whose con- 
sultation it will 
have to be 

finally decided, 
from whom the 
reply is still 
awaited. 

Non- maintenance Rs. 33.595/- .. 


The State Govt. 

of distribution 


have since trac- 

accounts of 


ed the relevant 

clothing. 


accounts which 
have been audit- 


ed by the A. G., 
Rajasthan as a 
result of which 
a sum of 
Rs. 22,749/- has 
been reimburs- 
ed to the State 
Govt. For the 
balance of 
Rs. 10 , 846 / the 
matter is still 
under conside- 
ration and the 
State Govt, 
have intimated 
that the question 
of fixing re- 
sponsibility at 
this stage does 
not arise. 
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I 2 


II. Sujangarh Camp, 
Bikaner. 


12. AhmeJabad City 
Relief Camp, 


13. Sabarmaii Camp, 
Ahmedabad. 


3456 


(a) General Ad- . . Not intimated. No. 
ministration 
and super- 
vision of the 
camp. 

J}) Reception of 
D.P.S. and 
their regis- 
tration. 

(c) Accommoda- 
tion, feeding, 
clothing ar- 
rangements. 

(d) Proper main- 
tenance of 
accounts. 


Do. .. (n 5-7-49 

to 

10-2-50 

(til 1-10-48 
to 

31-7-49 


(!) Not kninvn. 

(//) Asstt. 
Custodian, 
Lucknow . 

n'ii) No 


070 t 8-3-49 
to 

4-7-49 


Do. 


14-2-48 Ves, Deputy 
to Collector, 

14-9-50 Bulsar. Surat 

District. 


7 


3.500 


4,000 


18,000 
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8 9 II 


12 


13 


Misappropriation Rs. 516/5/- No recoveries have been Responsibility 
of public effected as the where- could not be 

funds. abouts of the culprits are fixed as the 

not known to the State persons con- 

Govt. cerned have 

since long left 
Govt. Service. 
The amount was, 
therefore, writ- 
ten off. 


Lack of proper Rs. 8,402 8 Us. 2191 
supervision re- 
sulting in heavy 
shortages of 
food stirffs. 


Heavy shortages Rs. 


Only a sum of Shri G; I. Pun- 
Rs.219/1 could wani was also 
be recovered initially held 
from Smt. responsible for 
Malkani, a these shortages 
clerk, and the and a sum of 
balance of Rs. 770/5 due 
Rs. 8,183/7 was to liim was 
written off as withheld. But 
responsibility subsequently 
for it could not on detailed in- 
be li.xed by the vestigation it 
Bombay Go- transpired that 
vemment. whenthe short- 

ages had oc- 
curred he was 
under suspen- 
sion for certain 
other reasons. 
Eventually the 
amoimt with- 
held was re- 
leased. 


The increments 
of Shri Bhati 
were stopped 
for two years 
in the grade of 
Dy. Collector 
without per- 
manent effect. 


The Government 
of Bombay arc 
considering the 
question of in 
stituting legal 
proceedings 
against the con- 
tractor who is 
alleged to have 
over charged 
Government for 
the supplies 
made, in con- 
sultation with 
their legal 
Department. 



1 


2 


3 


14. Kukernagar & (a) General Ad- 

Sardarnagar Camps ministr.*tion 
and super- 
v)<»ion of the 
camp. 


15. Phaphamau 
Camp, Allahabad. 


(d) Reception of 
D-.P.S. und 
their re- 
gistration. 

(c) Accommoda- 
tion, feeding, 
do hing ar- 
rangements. 

(d) Proper main- 
tenance of 
accounts. 

Do. 


5 


6 


7 


2^56 


4 


(0 1-4-50 
to 

26-H-5I 

(it) 3-12-51 
to 

1-8-52 


Yes, Officer 
I/C Camp 
No. 5 Ulhas- 
nagar. 

Yes, 

(w) Asstt. 
Administrator, 
Sardarni^ar, 
township. 


10,000 


8/48 to Yes, i»700 

11/49 Asstt. 

Custodian of 
Evacuee Pro- 
perty, Kanpur. 
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8 9 10 11 12 13 


Non-maiatenan- No loss, 
ce of accounts 
an i negligence 
of duty, etc. 


Serious irregu- 
larities in rcla- Rs, 13,417 
tionfo roain- 
tcnanceof ac- 
counts. 


The irregularity 
committed rela- 
ted to the non- 
maintenance of 
uptodate block 
Registers. In 
view c f the pe- 
culiar eixeum^ 
stances, which 
existed in 1948- 
49, Govern- 
ment of Bom- 
bay condoned 
their regularity 
as no case of 
loss of Govern- 
ment money 
was involved. 

W^ith a view to 
fixing responsi- 
bility on the 
officers respon- 
sible for these 
irregularities, 
the Govt. of 
U.P. called for 
their explana - 
tionsin accord- 
ar*ce with the 
prescribed pro- 
cedure, which 
have since been 
received. The 
matter is now 
being consider- 
ed further by 
State Govt., 
who have, how- 
ever, not taken 
any final deci- 
sion so far. 
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Note from the Ministry of Steel, Mines and Fuel (Department of 
Mines and Fuel) under para 8 of Audit Report (Civil) 1956 — 
Part I regarding non-realisation of stowing excise duty on coal 
and coke transported by means other than rail. 

(a) A statement showing the total amounts collected annually 
during the last five years for the stowing fund and the amounts that 
were spent otit of it during these years. 

A statement showing: — 

(i) the net proceeds oi' the excise duly collected under the 
Coal Mines (Conservation and Safety) Act, 1952, on 
coal and coke despatched by rail during the financial 
years 1952-53 to 1956-57; 

(ii) the proceeds of excise duty collected under the Act on 

coal and coke despatched by means other than rail 
during the financial years 1954-55, 1955-56 anct 1956-57; 
and 

(iii) the expenditure incurred by the Coal Board from out 
of the Coal Mines Safety and Conservation Fund during 
each of the financial years 1952-53 to 1956-57. 

is attached as Annexure I to this note. The following information 
is also furnished in clarification of the figures given in the state- 
ment: — ! 

(1) Under Section 11 of the Coal Mines (Conservation and 

Safety) Act. 1952, the Central Government may, in each 
financial year, pay to the Coal Board a sum not exceed- 
ing the net proceeds of the duty of excise collected 
under the Act during the proceeding financial year. 

(2) Excise duty on coal and coke despatched by means other 

than rail is being levied under the Act after the issue 
of the Coal Mines (Conservation and Safety) Rules, 
1954 on the 25th September, 1954. The excise duty is 
being collected actually from 1st October, 1954. 

(3) The figures of net proceeds of excise duty collected on 

despatches by rail during the financial years 1952-53 
and onwards, indicated in the statement at Annexure I, 
are based on the figures given by the various Railway 
Administrations which collect the duty, and those in the 
certificates of net proceeds, as well as those on the inti- 
mations of remittances in to the Reserve Bank, sent by 
the Railway Administrations to the Coal Board. The 
figures for the years 1952-53 to 1954-55 are provisionaL 
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The figures for 1952-53 could not be verified by the 
Accountant General, West Bengal, as the relevant 
chalans have already been destroyed, the tenure of 
their preservation being over; and those for 1953-54 and 
1^54-55 still await reconciliation as the particulars of 
the relevant chalans in respect of the discrepant 
amounts have yet to be made available by the Coal 
Board to the Accountant General, West Bengal. 

(4) The figures in column 3 of Anncxure I in respect of the 

proceeds of excise duty on coal and coke despatched by 
means other than rail are provisional. The U'ansactions 
have originated in the Circles of the Accountants Gen- 
eral, West Bengal, Bihar, Madhya Pradesh (Nagpur and 
Gwalior Branches) and Andhra and are under reconci- 
liation by the Coal Board and the Accountants General 

(5) The figures of expenditure incurred by the Coal Board 

from out of its funds, indicated in the statement in 
Annexure I, are based on the accounts of the Coal Board 
as audited and certified by the Accountant General, 
West Bengal. 

(b) Whether these mnoiDas collected are being spent for .the 
intended purpose: 

Yes. The purposes for which the moneys received by the 
Board shall be applied, are stated in Section 12 of the 
Coal Mines (Conservation and Safety) Act. 1052. The 
Act provides that the accounts of the Board shall be 
examined and audited by the Comptroller and rVuditor 
General of India at such times and in such mariner as 
he deems fit. Rule 60 of the Coal Mines (Conservation 
and Safety) Rules, 1954 provides that the Comptroller 
and Auditor General may disallow any item of expendi- 
ture which, in his opinion, has been expended out of 
the Fund otherwise than as directed by or under the 
Act or the Rules. The accounts of the Board are audit- 
ed annually by the Accountant General, West Bengal, 
and no expenditure has so far been disallowed as hav- 
ing been incurred for any purpose other than that pro- 
vided for in the Act and the rules thereunder. 

(c) What is the cumulative effect of the cesses etc. levied on coal 
hy the Ministries of Steel. Mines and Fuel and Labour? It may 
be stated in terms of a ton of coal. 

(1) Under the Coal Mines (Conservation and Safety) Act, 1952, 
administered by the Ministry of Steel, Mines and Fuel, excise duty 
on coal and coke is at present being levied at the following rates: — 

(i) six annas per ton on all coal including soft coke but ex- 

cluding hard coke; and 

(ii) nine annas per ton on hard coke. 
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(2) Under the Coal Mines Labour Welfare Fund Act, 1947, ad- 

ministered by the Ministry of Labour and Employment, excise 
duty is at present levied at the rate of six annas per ton on all coal 
and coke. ' ; 

(3) Under the Coal Mines Rescue Rules, 1939, administered by the 
Ministry of Labour and Employment, an excise duty at the rate of 
2i pies per ton is being levied on all coal and coke despatched by 
rail from collieries or coke plants situated in the Jharia and the 
Raniganj coalgfields. 

(4) Excluding the excise duty under the Coal Mines Rescue 
Rules, referred to in item (3) above, the cumulative effect of the 
cesses etc. on coal and coke, levied by the Ministries of Steel, Mines 
and Fuel and Labour and Employment, is as follows: — 

(i) on coal and soft coke .... 12 annas per ton 

(ii) on hard coke 15 annas per ton 

(d) A statement showing the quantities of coal raised annually 
from 1952 to 1957 and quantities despatched by rail, road and river 
separately. 

A statement giving the information is attached as Annexure II 
to this note. Separate figures in respect of despatches of coal by 
road and by river are not available. Consolidated figures of des- 
patches of coal by all means “other than rail” have therefore been 
furnished in the statement. 


N. S. MANI, 
Joint Secretary. 
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APPENDIX LH 

rNote the Ministry of Steel, Mmes and Fuel (Department of 

Mines and Fuel) regarding estimated cost of production per ton 
of coke and other by-products under the Rs, 51 crore as loell as 
under the Rs. 20 crore projects under page 61, Grant No. 132 — 
Capital Outlay of the Ministry of Production, Note 4-sub-head 
A A (9) -Establishing of a Synthetic Oil Plant, Appropriation 
Accounts (Civil) 1954-55. 

!Re. 51 Crore Project 

The synthetic oil plant originally recommended under Mjs. 
Lurgi's Rs. 51 crore project was primarily intended for an annual 
production of 2,10,000 tons of motor gasoline and 84,000 tans of avi- 
ation gawsoline. It involved a combined process of low temperature 
carbonisation and hydrogenation and Fiseher-Tropsch synthesis. 
The following by-products were expected under this scheme: — 

Semi-C<:>ke ..... 640,000 ions year 

McviiumCoke ..... 75,000 lons.year 

Raw phcn<'»ls ..... S,200 ions, /year 

Ammonia ..... 11,000 tons/ycar 

There were t'vo other firms M 's, Kopper of Germany, M/'s, 
Kellog of U.S.A., who also submitted two reports but not so much 
in detail. The by-iiroducts would depend upon the process chc^sen. 

. Rs. 20 Crore Project 

The E.\])ei't Committee set up by the Government under the 
chairmanship of a Member. Planning Commission went into the 
various aspects of the matter in considerable detail. The Commit- 
tee finally recommended in 1956 a scheme wliich involved a capital 
outlay of Rs, 20 crores and was limited to low temperatuie carboni- 
sation of 1‘2 million tons of non-coking coal for the annual produc- 
tion of 7,90,000 tons of low toniperaturo coke including 6,60,000 tons 
of larger than smokeless domestic fuel, and the consequential 
utilisation of by-product tar for production of 121,500 tons ol motor 
fuel, 2,000 tons of phenol and 40,000 tons of road tar. This scheme, 
therefore, may be more correctly described as a soft coke-cicrn- 
synthetic oil project, rather than as a project for synthetic oil alone. 

2. In the context of the Government’s intention to set up an oil 
: refinery for the production of petroleum products based on indigen- 
-ous crude oil from Assam, the Committee later re-examined the 
entire matter. The Committee also took jnto account the need for 
large scale production of domestic coke in order to reduce the drain 
on the use of wood, cow dung etc., for fuel purposes. Aecox'dingly, 
•in its second report submitted in March, 1957, the Committee drew 
^up (i) a long term playi for the production of 50 million tons of 
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domestic soft coke by low temperature carbonisation, together with* 
the production, by simple refining and distillation, of by-products 
such as motor gasoline, diesel and fuel oils, phenols, road tar etc., at 
a total capital cost of Rs. 600 crores; and (ii) a short term plan for 
the production of about 8 lakh tons/year of domestic soft coke by 
the carbonisation of coals from the Jambad /Kajora areas, with by- 
products such as gasoline, heavy diesel oil, fuel oils, phenols and 
road tar, involving a capital outlay of Rs. 10 crores. In this 
report, the Committee also recommended the setting up of a low 
temperature carbonisation plant for the production of domestic 
soft coke ill the Singareni coalfieds. 

3. Estimates of the cost of production of coke and other by-pro- 
ducts of the Rs. 51 crores and Rs. 20 crores plant wore not separately 
calculated by the Technical experls/Experts Committee. A copy 
of a statement prepared by Messrs. Lurgi showing the economics of 
the combined synthetic oil plant at a cost of Rs. 51 crores is attach- 
ed — Annexure I. 

4. The Experts Committee adopted the following selling rates 
as the basis for calculating the credit for working out the cost per 
ton of synthetic motor fuel produced under Rs. 20 crores projects: — 

0 ) Coke ..... Rs. 28/- per ton. 

(ii) Medium coke . . . . 14'- ncr toji. 

(iii) Coke Breeze . . . . 5'- i'>er umi. 

(iv) Phenol , . . . . 500,'- per ton. 

(v) Road tar • . . . ... 200,'- per ion. 

Taking into account the credit affoi-ded by the sale of these pro- 
ducts, the cost of production of one ton of motor fuel was worked 
out to be Rs. 243-0 per ton or Annas 12*70 per gallon, on the basis 
of the combined project. Statement indicating the costing of the 
various products as worked out by the Experts Committee are 
attached as Annexures II to IV. ! 

5. The comparative sale prices adopted fur the various products 
under the two schemes are as under: — 

Sale price adopted {in Rs, per toil). 

Under Rs, 51 Under Rs, 20 > 

crore crorc 


Name oj the Product 


Motor gasoline 


• 

228 

243* 

Aviation gasoline . 


, , 

456 

. . 

Coke 

. 

. 

28 

28 

Medium coke 

. 

. 

15 

14 

Raw phcn< 4 s 


• • 

500 

50a 

Ammonia 


• • 

500 

. . 

Coke breeze . 

. 

. 

•• 

5 

Road tar 




200 


♦This is the estimated cost ol production worked out by the Expert Committee.. 
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6. Government have examined the schemes for the production 
of domestic coke by low temperature carbonisation, together with 
the consequential untilisation of the by-products. While Govern- 
ment consider the schemes feasible, it has not been possible to make 
any financial provision for them so far because of the difficult fore- 
ign exchange position and the difficulty of finding even the rupee 
resources. 

7. This note ha.*^ I.een .sf'on rnri concurred in by Finance and the 
Audit Officer, (F.R. & S. C.S. & M.), Now Delhi. 


The 15th April 1958. 


N. S. MANI, 
Joint Secretary 



ANNEXURE I 


Extracts from the Report Submitted by Messrs Lurgi at pages 104 

and 105. 

ECONOMICS OF THE COMBINED SYNTHETIC OIL PLANT AT 
A COST OF RS. 51 CHORES. 

(As estimated by M's Lurgi of Germany in their Project Report of 
October, 1955.) | 

Output Capacity 



motorgasoUn 

216,000 t./year 


aviation gasolitij . 

84,000 


semi-cok.‘ .... 

640,000 „ 


medium coke i/4''-3/4'^ 

75,000 „ 


raw phenols 

8,200 ,, 


•- mmonia .... 

1 1 ,000 J 


Coal Input 

synthesis .... 

808,000 „ at Rs, 6 

Rs. 

44 sO ,000 

Low temperature 

cirhonization 

. 1, 110,000 „ at Rs. n . 

11,100,000 

Energy pmducrinn fines 

. 444,000 ,, at R^. 6 

. 2/)60,000 

Catalysis and Chemicals 



F/r. Synthesis : C Italy sis and Ciiemic.ils 

7,650,000 

Hydrogenation ; Catalysts 

. 

1,Q80,00C 


Labour 

for I ni rnjii < R=;. 240:^ pla> 40"!, of t!rit am ^uat for salaries 3,700,000 
Investment Co:^ts of Plant erected in India. 

Rs. 

510,000,000 

Interest on borrowed capital 7*5% of Rs. 510,000,000. (5% 
per year, for rl years) 38,000,000 

Totai 548,000,000 
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Maintenance and Overhead CJu.r^cs 
3*5% of Rupees 5.:iS’,ocOjOCo 




Rs. 

19,180,000 

Annual f^xpendinirc 

• 



51,120,000 

Page Xo. 104 (of the RcpoiP 

Annual huoine 

motor gasoline .... 

2I6/,(;o t/ycar at Ki pecs 22S 

^9,2 50, 

aviation gasoline 

f c 0 


at Ks. 4‘6 

^■^8,4C)050CO 

semi-coke 

640,000 


at Rs. 2S' 

. 17,900,000 

medium coke ii\" — 3/4'' 

'Tfjcro 


at Rs. 

I,J 30,000 

Tawplicnols . . . . 

K,2'-0 

>5 

at Rs. 500 

4, 1 00, 00c 

amniojua . . . . . 

1 1 , con 

33 

at Rs. 500 

s, 500,000 

Annual Tneom e . . . . 




1 1 6,280,000 

Annual (Woss Prolit 



Less 

116,280,000 

120,000 

6 5 , li' 0,000 


^ alcnr "o 6 civ^rcs n ^ 51 6 lakLs ofRi pecs. 



ANNEXURE II 


Production CoUs of Synthnic Petrol for the Integrated Project Recommended 
(Based on 8000 hours per year) (Excluding Coal Mines) 


Items 

Units Unit Cost Quantity 

Rupees per 
year 

Raw materials 

I. Coal 

Tons/} ear Rs. 10 -o 

1,200,000 

12,000,000 

2. Middle oil 

. Tens/year Rs. 120-0 

30, coo 

3,600,000 

3. Crude Benzol . 

. Tons/\ear Rs. 14-0 

40,00 J 

5,600,000 

Utilities 

4. Electricity 

. KW As. /Kwh 0*4 

22'.' ’ 

’ 4,5ic,ooo 

5. Steam (20 Atm.) 

Tons.'year Rs. 6* 5 

17*7 

920,000 

6. Steam (3 Arm.) 

. Tons/ycar Rs. 5*5 

12*2 

536, OOD 

7. Make up water . 

M^ hour As. 0*9 

^ 8-4 

21,802 

S. Cooling water • 

M^/hour A^. '-18 

I.: 5 


Stores 

9. Catalyst <Sc Chemical • 

. 



10. Labour . 

, Man yeai Rs. 24c 0 

40'' 

Q 60, ' 00 

IT. Supervision 


3c A, of 
Labour 

2SS,00 

Total . 



costs 

29, 

*748,000 (I) 


Credits 


Road. 

Coke 

Medium Coke . 
Coke Breeze . 
Raw phenols 

• 

. Tons/ycar 
. Tons/ycar 
. Tons/year 
. Tons/year 
. Tons/year 

Rs. 200 

Rs. 28 
Rs. 14 
Rs, 5 
Rs. 500 

40.000 
660,000 

65.000 
65,000 

2,000 

8.000. 000 
18,480,000 

910.000 

325.000 

1.000. 000 

Total 

. 

. 

• 

28, 

7i5>ooo (11) 


12 Overheads 

13. Maintenance 

14, Depreciation 
15 Interest 


, 1*0% of Capital investment/year 

. 2* 5% of Capital investment/year 

. 8 • 3 % of Capital investment/year 
. 5* 5% of Capital investment/year 

17 * 3 % Capital investment/year 

(Rs. i6*ocrores) . . . • 27,^»8o,ooo 

5* 5% of Additional Capital of 
Rs. 1*5 crores* .... 825,000 


Total .... 28,505,000 (III) 
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Total costs (T) (HI} 29 > 74 i “’:,300 

Rs. 28,505,000 

Rs, 5^',253>300 
Total Credits ( 11 ) Rs. 28,715,000 

Total Rs. 29,53‘^>300 

Total Production 121,500 tons of * tor fuel 

Cost of Prcduction/Ton of irotor fuel=- ^Rs. 243 -o (i Tor — 306 
gallons) 

Cost of Production/Gallon of motor fueP- A*?. 12*70. 



ANNBXURE Til 

Cost Calculations for Different Sfctions of the Integrated Project 
Cost of Production of Syntuftic Pitkol by Gas Phase 

Hydrogenation of Tar — Annentre III- A, 
Production .... 82,000 Tons jMotor PctroVyear of 8,000 hours 


— — — 

■ — 

■ — 

— — — — — 


Items 

f 

Units 

Rate per unit 

Quantity 

Rupees per year 

1 . Raw materials 





Middle oil 

Tons/ycar 

Rs. i20 0/Ton 

30,000 

3,600,000 

Low Temperature 

Tons/year 

Rs. 6o o/Ton 

110,000 

6,600,000 





Rs. 10,200,000 1 

II. Utilities 





Electricity 

KW 

As. 0* 4/Kwh 

15,000 

3,000,000 

Steam (20 Atm.) 

Tons/hour 

Rs. 6* 5/Ton 

12-0 

624,000 

Steam (3 Atm.) . 

Tons, 'hour . 

Rs. 5-5.Ton 

6-1 

26s, 000 

Make up water. 

M'^/hour 

As.o‘9,M^ 

32 0 

14,500 

Cooling water • 

M^/hour 

As. c- iS 'M^ 

SoO’O 

72,000 

Catalyst & Chemicals 




900,000 

Labour . 

Supervision 

• • 

Rs. 2400/ Man 
year 

30% t^f labour 
cost 

150 

3 r 50 ,oool 

108,00c 

III. Other Charges 




Rs. 5,346,500 IIJ 

Overheads . 

Maintenance 

I * 0 % per annum of capital investment 
2-5% per annum of capita 1 investment 



Depreciation . 8*3% per annum of capital investment 
Interest . . 5 '5% per annum of capital investment. 

Total . . 1 7 • 3% per annum of capital investme nt 

of Rs. 9 0 crore Rs. 15,570,000 IIT 

IV. Credits 

• 40,000: ona @ Rs. 200/Ton. 

• 2,000 tons @ Rs. 5 oo/Ton 


Road tai . 
Phenol • 


Rs. 8,000,000 
Rs. 1,000,000 
Rs, 9,000,000 IV' 
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Tjtal Expenditure 

Raw male rials. . . Rs, 10^200,000 I 

Utiiiiics . . . Rs. 5,346,500 II 

Capital charges . . Rs. 15,570,000 III 

Rs. 31,116,500 

Credits . . . - . Rs. 9,000,000 

Rs. 22,116,500 

C ')*’ p.^trol from gas phase Tar Hydrogenation 

---Rs. 269-7/ron (i Ton -^310 gallons) 

=aAs. 13 -92/ Gall on. 



ANNEXURE ITT 


Cost Calculations for Different Sections of the Integrated Project 
Coke Production Section — Annexure III-B 
(Low Temperature Carbonisation Plant) 


Jtcm 

Rate/Unit 

Quantity 

Units 

Quantity Total cost per year 

I 

2 

3 

4 5 

I. Raw material 




Coal 

. Rs. io*o/Ton 

Tom/ year 

1 ,200,000 12,000,000 I 


II. Utilities & Labour 


Electricity 

. As. 0-4 /Kwh KW 

3,000 

600,000 

Steam (20 Atm.) 

. Rs. 6‘5/Ton Tons/hour 

4-0 

208,000 

Steam (3 Atm.) 

. Rs. 5‘5/Ton Tons/hour 

6-1 

268,000 

Make up water . 

. As. 0‘9/M^ . M^hour 

8*0 

3,600 

Recycle water • 

. As. 0’ 18/M* M*yhour 

200 

18,000 

Chemicals 

• 


100,000 

Labour 

. Rs. 2400/Man- 

250 

600,000 


year 



Supervision 

. 30% of labour 


180,000 


costs 



Total 

• 


1,977.600 II 

I II. Other Charges 




Overheads . 

. I '0% per annum on Capital investment 


Maintenance 

* 2 • 5% per annum on Capital investment 


Depreciation 

• 8-3% per annum on Capital investment 


Interest 

• 5 * 5 % per annum on Capital investment 



17*3% per annum on Capital investment 


JV. Credits 

of Rs. 6*5 crorcs 

Rs. 11,250,000 III 

Domestic coke . 

. Rs. 28 Tons/ycar 

660,000 

18,480,000 

Medium coke . 

. Rs. 14 Tons/year 

65,000 

910,000 

Small coke 

. Rs, 5 Tons/year 

65,000 

325,000 

Gas 

• 

.. 

Nil 
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I 

2 

3 


Ammonia 

* . . 

. , 

Nil 

Tar 

Rs. 60 

Tons/year 

110,000 6,600,000 

Total . 

# 


26.3x5*000 IV 


Annual expenditure*. . . Rs. 12^000,000 I 

Rs. i5977>6oo II 

Rs. 11,250,000 III 


Rs. 25,227,600 

Credits . . . Rs. 26,315,000 IV 

Annual profits from coke section Rs. 1,087,400 



AXNRXbRE hi 

Cost Calculations for the Differe>tt Sections of the iNTEaRArED 
Coal Project Section— Anncxure II PC 

i. Products: 

1. Coal + 1* 1,500,000 Tons per year 

2. Slack — ...... r.ooojooo Tons per year 

Tot^l . . 2,500,000 Tons per year 

II. Annual Costs of Mines : 

2,500,000 X Rs. 8*5 =.Rs. 21,250,000 per year 

Add for additional transport costs for coal for Low Temperarure Carbonisation fror/. 
Mi ICS to Plant. 

1,200,000 X Rs. 1-5= Rs. 1,800,000 

Total Rs. 23,050,000 per year. 

III. Credits : 

Coal for Low Temperature Carboni^aiion 1,200,000 a Rs. ro/- -Rs. 12,000,000 
Coal for Railways Power Stations etc. 1,300,000 7 Rs. 13 S - Ib. ly.sso, 

'PoTAL . . Rs. 29,^50,000 

iV. Annual profits from th . Mines . . . . . Rs. 29,550000 

Rs. 23,050, DOO 

Rs, 6,5,00,000 


-74 




ANNEXURE IV 


ESTIMATED BREAK UP OF RETAIL SELLING PRICE OF PETROL 
AT CALCUTTA PER GALLON 

WHS (PD) -32 (2) /56 
GOVERNMENT OF INDIA 
Ministry of Works, Housing and Supply 
(Petroleum Division) 

New Delhi, the llth Jan. ’56. 

-Dear Shri Sundaram, 

With reference to our conversation on'16th January, 1958 regard- 
ing retail selling price of Petrol, I attach a statement shov ing the 
estimated break up of the price at Calcutta per gallon. 

Yours sincerely, 
Sd/- (K. K. ROY). 

'Shri S. R. Sundaram, 

Under Secretary, 

Ministry of Production, 

New Delhi. 

Rs. As. P 9 . 

1. C.l.F. . . 0 10 0 

2. Remuneration on C.l.F. at 10% o l o 

3 . Charges from C.l.F. to ex-main Port^Punip i,e, 

(t) Delivery charges from main installation to ex-local pump and rem- 

muncration thereon 030 

(zV' Wharfage, leakage storage charges, handling charges, etc. & remu- 
neration thereon 03 ^ 

4. Dealer’s commission 030 

5. Import Duty 0159 

Interest and Del Credere on Duty 0 0 4.7 

7. Sales 'Fax 060 

2 10 7’7 

Say Rs . 2 10 6 
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APPENDIX LIII 


C2-19(l)/53. 

New Delhi, the 16th July, 1957. 

Note from the Ministry of Steel, Mines and Fuel (Depatment of 
Mines and Fuel) pursuant! to action taken on para 30 of the 
Fifteenth Report regarding delay in disposal of Government 
building. 


In para 5(b) of the Audit Report 1952 Part I certain observations 
were made about the disposal of buildings of the Directorate of 
Opencut Coal Mining at the Market Collieries- This was discussed 
by the Public Accounts Committee at their meeting of the 19th 
August 1954. At the meeting the Production Secretary undertook 
to investigate into the following issues: — 

(I) Why did agreements with the collieries not specify and 

identify the property? 

(II) Why was there delay in discovering the property on the 

ground? 

(iii) Why, when the lapse of 12 months was to divest Govern- 
ment of the property, was not timely action taken? 

(Iv) Why did the Ministry not take action upon the apparent 
negligence or failure of administration as at (i), (ii), 
(iii)? 


2. However, when communicating the issues on which the Ministry 
of Production had to furnish additional notes, arising out of the dis- 
cussions on the 19th August 1954, in their O.M. of the 25th August 
1954 Lok Sabha Secretariat mentioned three other items but not this 
particular item. The Ministry made a reference in January 1955 to 
Lok Sabha Secretariat asking for confirmation that no information 
was required on any other points arising out of the meetings held 
in 1954 and the position was confirmed by them. So a reply was not 
furnished on this issue. Nevertheless, an investigation was going on 
in the Ministry on the four issues mentioned by the Production 
Secretary. 

3. The absence of original records in this case has been a very 
great handicap as also the endless difficulties met with in identifying 
the properties on the ground. In fact, in the course of investigation 
it became clear that ordinary methods would not lead to any results 
at all, and therefore the Ministry decided to depute the Deputy 
Secretary dealing with the subject to proceed to Calcutta and make 
an on the spot investigation with the records of the Coal Controller’s 
Office, the Chief Mining Engineer’s Office and other relevant records. 
On the basis of this on-the-spot investigation a report has been pre- 
pared and attached, which gives the full history of the case and the 
difficulties met with- This partly explains the delay in sending a 
reply to the Lok Sabha Secretariat. 
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4 . The answers to the questions emerging from the investigations' 
are as follows: — 

(1) The buildings were put up at different times by the 

D.O.C.C.M., some kacha and some pucca at the market 
collieries, and there was no register or other record of 
the buildings and their location. In the circumstances 
the agreement generally indicated the future title to 
the property but there is no indication of the property 
on the ground of its dc.scription. 

(2) The delay in discovering the property on the ground is 

partly due to the manner of the operation of D.O.C C.M., 
failure to maintain proper records, and last but not the 
least the destruction of such records as were available 
by the D.O.C.C.M., before they left. 

(3) The D.C.C. (P) expected, perhaps on reasonable grounds, 

that the S.L.P. would intimate the date of termination of 
the agreements and also hand over the Government 
buildings to him. There has been a detailed examina- 
tion of this issue in the report, the conclusion of para 18 
thereof explains it. 

(4) The investigation has shown that there has been delay in 

locating the buildings and that the D.C.C. (P) should 
have taken more vigorous steps to locate the buildings 
before the expiry of the period stipulated under agree- 
ments. P.ara 2 of the attached report will show that the 
investigation was directed with particular reference to 
fix responsibility for the delay in taking timely action 
and whether any disciplinary action is justified and can 
now be taken. The report wiU indicate that the officers 
who were in-charge of the post of D.C C. (P) have retired 
long ago. The investigating officer, however, recorded 
in a note that none of the officers who were in-charge 
of the operations or engaged in this matter are in ser- 
vice now and no action is possible against any of them. 
Regarding responsibility of the Ministry all that was 
po.ssible has been done when the case came to notice 
but the vicissitudes of this case and the methods and 
operations adopted by the DOCCM were the principal 
handicaps from which it is really difficult to get away. 

5 . In conclusion the sale of the buildings to the colliery is a two 
way process and it is perfectly legitimate for them to refuse to pur- 
chase in which case Government would have had no alternative but 
to dismantle and sell. A payment of Rs. 25,000 has been realised from 
one colliery and the issue relating to another is under arbitration.. 

S. R. KAIWAR, 
Joint Secretary. 



Report of investigation into the question of delay in the disposal of 
buildings built by the Directorate of Open Cut Coal Mining 
(D.O.C.C,M*) 011 Market Colliery Sites. 

(A careful study of the available records in the Secretariat, the 
Coal Controller’s Office (previously Coal Commissioner’s Office) and 
the Chief Mining Engineer’s Office, has been made in preparing this 
report. It may, however, be stated at the outset, that lack of com- 
plete records has made the task somewhat difficult. The old records 
of the Deputy Coal Controller (Production) — D.C.C- (P) — state that 
^Hheir (D.O.C.C.M.) departure was abrupt and they did not care to 
hand over their files and papers to this office”. In another place, the 
D.C.C. (P) has stated that “as a matter of fact it is common know- 
ledge that before winding up D.O.C C.M’s. organisation, most of the 
records were burnt by officers of that organisation”. The Central 
P.W.D., which constructed most of the buildings, do not also seem to 
have maintained complete records. A letter dated 18th July, 1951 
addressed by the Executive Engineer, Dhanbad Division, to the 
D.C.C. (P) contains the remark, “blueprint (of the buildings) is not 
available, so it cannot be sent”. Incidentally, it may also be mention- 
ed that the Audit party which scrutinised S.LP.’s (who took over the 
work of D.O.C.C.M.) accounts, has observed that they made a “bon- 
fire” of some of the old records. It is necessary to mention these 
facts, firstly because all these parties figure in the report and second- 
ly, certain assumptions have had to be made to present a connected 
account of the matter.) 

2. The investigation has been directed with particular reference 
to fixing responsibility for the delay in taking timely action for the 
disposal of Government buildings constructed by the D.O.C.CM. at 
the Market Collieries and whether any disciplinary action is justified 
and can now be taken, against the officials who are alleged to have 
failed to safeguard Government’s interests. 

3. The important events connected with this question need brief 
recapitulation. To arrest tlie decline in coal production during the 
last war (production dropped from 29 million tons in 1942 to 25 
million tons in 1943) various measures were adopted by the Govern- 
ment and one of the measures adopted was to introduce, for the first 
time in the country, open cut mining operations, with the help of 
heavy excavating machinery purchased from America. A Direc- 
torate of Open Cut Mining was set up in 1944 under an Army Officer, 
with staff drawn from the Army, mostly British, and an American 
firm, employing a large number of Americans, were also associated 
with the work of D.O.C.C.M, This organisation, besides undertaking 
open cut mining operations at the Government Collieries in Bermo, 
also undertook such operations in five market collieries, namely (1) 
Junkunda (Adjai Collieries), (2) Pure Jambad, (3) Selected Jambad, 
<4) Sirka and (5) Teetulmari. In the case of the first three, the 
operations were undertaken under agreements entered into in March/ 
April 1945 between the Governor General-in-Council and the colliery 
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•companies; in the case of the last two» there we>re no formal agree- 
ments but apparently there was exchange of letters between the 
DOCCM and the collieries and the terms agreed to by DOCCM appear 
to have the approval of the Late Supply D-ptt. 

D.O.C.C.M. operations proved expensive (although the coal raised 
'by the organisation was of great assistance at a time of emergency! 
and it was wound up in December 1945. The work being done by the 
D.O.C.C.M. was entrusted on a ci. ;- rtmental basis, to a private firm 
called Sir Lindsay Parkinson & Co. Ltd. (S.L.P .) — inde the late 
Department of Supnly (Main Secretariat) letter No. Coal 114(8) 
•dated 25th December, 1945. This arrangement was continued up to 
31st March, 1946 in the case of Government collieries, and up to 31st 
May, 1946 in the case of the Market collieries. 

From 1st April 1946 the operations at the Government collieries 
were taken over by S.L.P. , on a contract basis, for a period of two 
years (late Department of Industries and Supplies letter No. Coal 
114(8) dated 24th May, 1946) and as regards the Market collieries, 
S.L.P. entered into separate agreements with them with the approval 
of the Government. 

On the expiry of the two year period, (i.e,, on 1st April, 1948) the 
work was taken over by the Indian Mining and Construction Co. Ltd., 
in which the Government of India and S.L.P. were the sole share- 
holders. 

4. During the period when S.L.P. carried out the operations at the 
Government and Market collieries, (from December 1945 to 31st May 
1948) all the operations were subject to the supervision and direction 
of the DCC(P), who was responsible for watching Government’s 
interest at the site of the works. The DCC (P) was the controlling 
officer. 

5. The D.O.C.C.M. was given wide financial powers, including 
“Power to sanction the building of works in connection with open cut 
operations as may be necessary for the operations not exceeding the 
value of Rs, one lakh for any individual work”. The D.O.C.C.M, 
constructed either departmentally or through the C.P.W.D., a number 
of buildings for the staff and workers, loading wharfs, compound 
walls, water tank etc. and had also carried out improvements to road- 
ways, culverts etc., in connection with the operations in the Market 
collieries. Some of the buildings were constructed under sanction of 
late Supply Department. The book value of all these buildings, roads 
and culverts etc. (as booked by the C.C.A.) is about Rs. 6*5 lakhs. 
The valuation of these buildings, structures etc., made by an officer 
of the D.C.C. (P) with the help of the C.P.W.D., in November 1951 
put the market value of the buildings at Rs. 230, 100 as shown below : 

Junkun.ia 1,37,700 

Pure Jambaa 9'^34 o 

Tect'jimari :»,oro 

Total 2,30, TOO 

"No buildings appear to have been built by D.O.C.C.M. at Sirka and 
Selected Jambad. In the case of Teetalmari, a letter from Bird & 
Co., dated 26th January, 1949 to the D.C.C. (P) states that “some 
•488 L.S—19 
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structures were erected by the D.O.C.C.M. but were dismantled long 
ago and there is nothing left there now which can be taken over”. 
The main constructions undertaken by the D.O.C-C.M. were at 
Junkunda and Pure Jambad Collieries. 

6. The agreements entered into between the Governor General- 
in-Council and the market collieries, in March 1945 provided that the 
buildings, workshops, fixtures etc. which the D.O.C.C.M. shall erect 
and instal at his cost on land provided by the owner would remain 
the property of the D.O.C.C M., who would have the right to dis- 
mantle and remove such buildings etc., at any time during the cur- 
rency of the agreement or within 12 months of the termination there- 
of, after which all such buildings would become the absolute property 
of the colliery owners, unless the Director decided to dispose of such 
buildings by sale to the Colliery owners at a valuation mutually 
agreed upon. 

7. When the D.O.C.C.M. operations were wound up in December 

1945 and the work was taken over by S.L.P-, on a departmental basis, 
the buildings, structures etc. put up by the D.O.C.C.M. at the Market 
Collieries came into the possession of S.LP., but no systematic record 
of such buildings etc. was prepared at, that time nor the building 
formally made over to S.L.P. The explanation for this may be that 
D.O.C.C.M. withdrew rather suddenly and the buildings etc. that 
were constructed remained the property of the Government and as 
S.L.P. were only acting as Government agents, there was no need to 
hand over the buildings to them. 

8. S.L.P. took over the work at the Government collieries on a 
contract basis for a period of 2 years from 1st April 1946. Govern- 
ment’s agreement with S.L.P. provided that “for such immovable 
property belonging to Government at market collieries as is not pur- 
chased outrignt by the colliery from Government, you will, if you 
undertake any work for these collieries, recover from them througft 
your rates or otherwise a rental agreed with the D.C.C. (P) and pay 
the same to Government”. 

9. The D.O.C C.M. agreement with the five market collieries ter- 
minated on 31st May 1946. Action was taken by the Coal Commis- 
sioner on 30th May, 1946 to intimate the termination of the agree- 
ment to the market collieries. In the case of Junkunda, Pure Jambad 
and Selected Jambad, letters were addressed to the Coys, on the 30th 
May 1946 which stated that the agreements between the Governor 
General-ln-Councll and the collieries would cease on the 31st May, 

1946 but all the buildings, workshops, fixtures etc. which the 
D.O C.C.M. may have erected would remain the property of Govern- 
ment and Government would have the right to dismantle and remove 
the buildings etc., at any time within 12 months of the date of the 
Colliery’s agreement with S.L-P. became inoperative, after which 
all such buildings shall become the absolute property of the colliery. 
Should Government desire to dispose of all or any of the above prop- 
erties by sale, the colliery wotdd have the option to purchase them 
at a valuation to be mutually agreed upon. In the case of Sirka, the 
letter merely stated that the D.O.C.C.M. agreement with the Coy. 
should be deemed as having terminated on 31st May, 1946. A copy 
of each of these letters was endorsed to S.L.P. with the request that 
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steps should be taken for recovery and credit to Government in res- 
pect of immovable property at the collieries a suitable rental fixed 
in consultation with the D.C.C. (P) and that in case the colliery was 
willing to purchase any of the properties, negotiations for sale should 
be taken up with D.C.C. (P). 

In the case of Teetalman the letter dated 30th May, 1946 merely 
stated that the operations entered into by the colliery with the 
D.O.C.C.M. should be considered to have terminated on 31st May, 
1946. A copy of this letter was endorsed 1) the D.C.C. (P) with the 
request that steps should be taken for sale to the colliery of any Gov- 
ernment immovable property at the colliery and that the sale pro- 
ceeds should be credited to Government. 

10. The buildings etc. built by D.O.C.C.M. at the market collieries 
came into the occupation of S.L.P. at this juncture but it is not known 
why an inventory of the buildings etc. was not taken at this point of 
time nor S.L.P. asked to give a list of the Government buildings in 
his possession. The five letters addressed to the collieries were 
actually prepared by the Joint Financial Adviser who was closely 
associated with the S.L.P. in the various stages of the negotiations 
but it is not clear why the question of recovery of rent alone was 
raised at this stage and not the question of indentifying the buildings 
or even ascertaining the capital cost incurred on such buildings, 
structures etc. 

11. A meeting was. however, held by the Coal Commissioner on 
11th May, 1946 with the Finance Ministry (J.F.A.), the D.C.C. fP) 
and the C.C.A.* to consider the action necessary for implementing 
the agreements enterenl into with S.L.P. and for final settlement of 
accounts with the various market collieries consequent on termina- 
tion of the D O.C.C.M. agreements from 31st May 1946. At this 
meeting it was decided that the Government immovable property 
at the market collieries would not find a place in the schedule to 
the agreement with S.L.P., but that the D.C.C. (P) should initiate 
action, in consultation with C.C.A., for assessing rental in respect 
<jf the various immovable properties at the market collieries. Neces- 
sary action was taken to recover the rent from S.L.P. but the avail- 
able records do not show what action was taken by D.C.C- (P) and 

C. C.f to make an inventory of the buildings constructed by 

D. O.C.C.M. 

12. A further meeting was held by the Coal Commissioner on 
24th January 1947 with S.L.P., Finance etc., inJer alia “to agree what 
Items of immovable property belonging to Government at the mar- 
ket collieries and not purchased outright by the collieries for which 
the company (S.L.P.) shall recover and pay rent to the Govern- 
ment and amount to be paid”. The decision of this meeting was that 
for the items of inamovable property belonging to the Government 
at the market colliery sites, which had not been purchased by the 
collieries and which were occupied by S.L.P., rent would be paid 
only for bungalows and quarters occupied by the S.L.P. staff. 

•Controller of Coal Accounts. 

tCoal Commissioner. 
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It will be seen that in all the discussions held during this period 
the question raised was only about the recovery of rent for the 
buildings occupied by S.L.P. This was presumably because the 
buildings etc. w^ere still Government property and as they were 
occupied by S.L.P. the question of disposal did not arise. A list of 
the Government buildings, structures etc., does not appear to have 
been prepared even at this stage. 

13. Under the letters dated 30th May, 1946, the responsibility for 
negotiating with the private collieries for the sale of the Govern- 
ment properties to the collieries was entrusted to S.L.P., in consulta- 
tion with the D.C.C. (P). No such negotiations had been initiated 
by S.L.P. while the buildings were in their occupation. However, 
when the two year period expired, S.L.P. were specifically asked 
by the Coal Commissioner on 8th April, 1948 what rental had been 
recovered on account of immovable Government properties used by 
them at the market collieries and credited to Government. Details 
in respect of each of the market collieries were asked. S.L.P. replied 
on 11th April, 1948, that 'The immovable property belonging to Gov- 
ernment is in the form of houses which have been occupied by us 
and not by the owners of the respective market collieries. In view 
of the above the recovery of rental to be credited with the Govern- 
ment does not apply. The rental to be paid by us in respect of all 
housing is yet a matter to be agreed with the Government”. On 
receipt of this letter, the D.C C. (P) was requested by the Coal 
Commissioner, on 24th April, 1948, to prepare a list of such immov- 
able property at the market collieries occupied by S.L.P. for fixing 
up the rent. 

14. The D.C.C. (P)’s records show that on 19th August, 1948, a 
letter was addressed to Pure Jambad Collieries asking them for 
detailed information of the buildings, roads, structures, etc., erected 
by D.O.C.C.M‘ on the colliery together with their estimated valua- 
tion. Simultaneously, the Regional Coal Controller, Bengal/Bihar, 
was also consulted about the details of the buildings, etc., on this 
colliery. It is not clear why the other collieries were not similarly 
addressed at that time. The reply received by the D.C.C. (P) from 
the Pure Jambad Colliery on 10th September, 1948, gave the follow- 
ing details: 

“(1) About six Basha quarters with temporary structures all 
in dilapidated condition. 

(2) Three American huts almost in ruins in a garden that was 

temporarily requisitioned but now released. 

(3) Three brick built family quarters. 

(4) Wharf walls which have been damaged because of move- 

ment of heavy trucks on the wharf and has to be rebuilt 
for any use. 

We are not in a position to give any valuation”. 

A report was also received by the D.C.C. (P) from the Regional 
Coal Controller in September, 1948, and the D.C.C. (P) forwarded 
these reports to the Coal Commissioner in November, 1948, **for 
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necessary action in respect of finalisation of the sale of the structures 
to the colliery owners in consultation with the Deputy Secretary, 
Finance, Calcutta”. It is not clear what action was taken by the 
Coal Commissioner on this reference, but presumably the Coal Com- 
missioner directed the Deputy Coal Commissioner (P) to ne^tjotiate 
with this colliery as well as with the other collieries for the sale 
of the buildings, structures, etc., to them, for, in a letter dated 6th 
January, 1949, the D.C.C. (P) again addressed the Pure Jambad 
Colliery inviting offers for the purchase by them of the buildings, 
structures, etc., “as otherwise the matter is to be referred to the 
Disposal authorities for necessary action”. On the same date, per- 
haps for the first time, the D-C.C. (P) addressed the other colliery 
companies (Adjai Collieries — Junkunda — Selected Jambad, Sirka and 
Tectalmari) also for a detailed list of the buildings built by 
D.O.C.C.M., their valuation and any offer for purchase, by the 
colliery. The Regional Coal Controller was also asked simultane- 
ously to investigate and report on the above points. 

At this time an offer was received from Pure Jambad Colliery 
for the purchase of the three brick built buildings for Rs. 5,000 (the 
rest of the structures being unserviceable). 

15. A reply was received from Andrew’ Yule and Co. (regarding 
Junkunda) on 15th January, 1949, as follows: 

“Both D.O.C C.M. and S.L.P. (India) Limited worked as contrac- 
tors at our Junkunda quarry and we had no concern with any of 
the buildings or structures which they put up in connection with 
their work. We are unable, therefore, to supply the information 
for which you ask, which however should be available from the 
records of D.O.C.C.M. and by reference to S.L.P. (India) Limited.” 

This letter was personally seen by the D.C.C- (P) on 18th Janu- 
ary, 1949, but the records do not show what follow up action was 
taken on it immediately. (It may be mentioned that the D.C.C. (P) 
who received the letter, retired from service within the next 9 
days.) 

A report was received by the D.C.C. (P) from the Regional Coal 
Controller (R.C.C.) in February, 1949, giving particulars about the 
quarters built at Junkunda Colliery by D.O.C.C.M. The report stated, 
“There are ten blocks of senior type quarters and about 80 kitchen 
rooms with brick walls and concrete roof. Some of the houses with 
bamboo matting walls and thatched roof are there but all are in 

rotten condition and are not fit for use I could not make 

the estimated valuation” “On enquiry, I came to know 

that the buildings were constructed by the C.P.W.D. As the Asansol 
Office of the C.P.W.D. has been shifted, I could not get the informa- 
tion.” 

As regards Selected Jambad, the R.C.C.’s report was that no 
structures or buildings, either permanent or temporary were built 
by D.O.C.C.M. at the colliery. The R.C.C. does not seem to have 
sent any report about Sirka and Teetalmari, but Bird & Co.’s reply 
regarding Teetalmari has been referred to in para 5 above. 

16. It is not necessary to trace the further history of the case, but 
the action taken during the next one year and more related to 
fixing the rent of the quarters occupied by S.L.P. and in addressing 
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the C.P.W.D. about the blueprints and other details about the build- 
mgs constructed by them at the market colliery sites. The D.C.C. 
(P)’s correspondence with the C.P.W.D. is a dismal story and in the 
end the Ministry had to write to the W.H.S. Ministry to move the 
Chief Engineer (C.P.W.D.) to help the D.C.C. (P) in locating the 
buildings. A local inspection could be arranged only in November, 
1951. 

17. During the period the quarters were in the occupation of 

S.L.P. i.e., from 1-6-46 until the completion of their agreement with 
the market collieries presumably in June 10, 1948, the question 

raised and discussed in the departmental meetings was only about 
the recovery from S.L.P. of rent for the buildings. The question of 
making an inventory of the Government buildings seems to have 
been raised by C.C.A. during this period, but records are not avail- 
able to show what action was taken in the matter by the C.C. and 
D.C.C. (P). It was perhaps assumed, assumed bonafide, that as the 
buildings were in the occupation of the S.L.P. , they would hand over 
the buildings to the D.C.C. (P) when their contract with the market 
collieries terminated. S.L.P., unfortunately failed to do this nor did 
they intimate the date of termination of the agreements to the 
D.C.C. (P) . Looking back on the whole affair, it can now be said that 
the correct thing should have been for an inventory of the buildings 
taken in June, 1946, when S.L.P. entered into direct contracts with the 
market collieries and the quarters, structure.s, etc., formally handed 
over to S.L.P. and secondly to ascertain from S.L.P. the dates of 
expiry of their contracts with the market collieries. The reason for 
not doing this at that time is not easy to find. 

18. However, the crucial period was one year from the date of 
termination of S.L.P.’s a^eement in April or June, 1948, for, accord- 
ing to the agreements with the collieries, unless the buildings were 
sold or removed within 12 months from the date of expiry of the 
agreements, all such buildings would become the absolute property 
of the colliery owners. The D C.C. (P) expected, perhaps on reason- 
able grounds, that S.L.P. would intimate to him the date of termina- 
tion of the agreements and also hand over to him the Government 
buildings occupied by them. S.L.P. did not do this and their expla- 
nation is that with the formation of the I.M.C.C. from 1st April, 
1948, they were under the impression that Government and D.C.C- 
(P) would be expected to know that the a^eements with the private 
collieries had already expired. This position is legally correct, but 
the S.L.P. who were in actual occupation of the buildings had a res- 
ponsibility to hand over the buildings to D.C.C. (P) . The D.C.C. (P) 
had equally a responsibility to ask the S.L P. to hand over the 
buildings to him. 

19. The question of locating the buildings was raised as soon as 
the two year period of S.L.P. contract expired and the Coal Com- 
missioner specifically asked the D.C.C. (P) on 24th April, 1948, to 
prepare a list of Government immovable properties in the market 
collieries. According to the records available action was taken by 
the D.C.C. (P) in respect of one colliei^ in August, 1948, and in res- 
pect of the others in January, 1949. It is not clear why more prompt 
and vigorous action could not have been taken- Further, Andrew 
Yule’s letter dated 15th January, 1949, disclaiming any responsibility 
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for the buildings constructed by D.O.C.C.M. and S.L.P. was personal- 
ly seen by the D.C.C. (P) on 18th January, 1949, who should have 
realised that unless iminediate action was taken to refute the argu- 
ment and state the correct position, the buildings would become the 
property of the Company within the next two months. A prompt 
reply asserting Government’s rights over the buildings was imme- 
diately called for and immediate steps should have been taken with 
the assistance of S.L.P. to locate and take charge of the buildings. 
The colliery company appears to have gone into liquidation in 1948 
and perhaps, the Managing Agents (Andrew Yule & Co.) did not 
disclose this fact to the D.C.C. (P), and bided for time, but this 
cannot explain the D.C.C. (P) ’s failure in taking timely action. 

20. The officers who were in charge of the posts of Coal Commis^ 
sioner and D.C.C. (P) during the period in question were: — 

Coal Commissioner D.C.C.(P.) 


Post vacant from 27-12-44 to 13-3-1946. 

Sir S. N. Roy 

From 14-3-46 to 19-10-46. 

Mr. Harrison 

From 21-10-1946 to 24-2-1948. 

Hon*blc S. K. Sinha 
From 25-2-1948 to 31-7-1949. 


Mr. J. R, Harrison 

From 1-6-1944 to 20-10-1946, 
Mr. A. Orr 

From 21-10-1946 to 26-11-1946, 
Mr. W. Fairfield 

From 27-11-1946 to 27-1 -1949. 

Mr. L. S. Corbett 

From 28-1-1949 to 6-4-1954. 


The officers were in charge practically for short periods, during 
the period in question and none of the officers mentioned above is 
in service now. 


21. One or two facts have to be borne in mind in dealing with 
this question. The buildings constructed were partly temporary 
structures and partly permanent structures. It is not easy to explain 
why the D.O.C.C.M. wanted to build permanent quarters at the 
market colliery sites. Perhaps the D.O.C.C.M. expected to carry on 
the operations at these collieries for a considerable time but had to 
withdraw, as the operations proved expensive. When the buildings 
came into the possession of S.L.P., they seem to have occupied only 
the permanent structures, leaving the temporary structures to faH 
into disuse. There is no question of such temporary structures being 
sold to the private collieries, because S.L.P. were continuing the 
operations at the collieries and the private collieries had no use for 
them and by the time S.L.P.’s operations were over, the structures 
had actually become dilapidated and unfit for any further use. Thus 
^ value could have been realised for the temporary structures. At 
the toe the S.L.P. operations were over, the only structures for 
which some value could have been realised were the permanent 
structure at the two collieries Junkunda and Pure Jambad. Pure 
Jambad had agreed to purchase the buildings at their valuation 


22. It may also be considered why the agreements were drawn 
up m such a manner that the properties became the absolute pro- 
collieries after 12 months from the date of termination 
111 ® “Sr^ments. The explanation may be this. The private 
coUlenes did not approach the Government for undertaking open 
cut operations at their collieries, on the other hand, it was tlm Gov- 
ernment which wanted to undertake the operations at these collier- 
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ies, as such collieries offered good scope for open cut operations and 
it would have been difficult, if not impossible, to make the collieries 
pay for the structures that the D.O.C.C.M. wanted to put up in con- 
nection with his operations. Left to themselves the collieries would 
not have undertaken open cut operations at the collieries, in view 
of the heavy capital expenditure involved. They would have start- 
ed operations, by manual labour, at any time that suited them. Thus 
the operations were started at these collieries, by the Government, 
to meet a crisis in coal production. The private collierie.s could not 
have been expected to pay the cost of the initial construction, nor 
even a fair valuation at the close of the operations, as the quarters 
were built by the D.O.C.C.M. for his type of operations and the type 
of staff recruited by him. The private collieries would not have 
gone in for such operations, nor recruited such staff, for whom 
quarters on the scale provided by the D.O.C.C.M. would have been 
necessary. For example, it appears that 10 senior type quarters and 
about 80 kitchen rooms with brick walls and concrete roof were 
built at Junkunda. The private colliery would not have put up such 
structures nor paid for them a reasonable price- Even if they were 
offered to them, for such a large number of cook houses and senior 
type quarters would be quite useless to them. The expenditure on 
the construction of the quarters, structures, etc., should therefore- 
really be treated as part of the expenditure of the D.O.C.C.M. 
operations. 

23. The investigation has, however, shown that there has been- 
delay in locating the buildings, that the D.C.C. (P) should have 
taken more vigorous steps to locate the buildings before the expiry 
of the period stipulated under agreements. 

24. To what extent Government’s interests have been jeopardised 
by the delay in locating and taking over the buildings may be con- 
sidered- As explained above, the temporary structures had become 
unserviceable by the time the S.L.P. operations were finished. It 
is a matter for conjecture if anything would have been realised by 
the disposal of such temporary structures. As regards the perma- 
nent structures, negotiations were in fact started with Pure Jambad 
as early as January, 1949. The colliery offered Rs. 5,000. If this 
offcer was to be rejected, the only alternative was to dismantle and 
remove the structures. What value would have been realised by 
the removal and disposal of the structures is not easy to assess at 
present, but actually prolonged negotiations for a reasonable value 
tor the structures were continued with the colliery and Govern- 
ment have since been able to obtain from the colliery a sum of 
Rs. 25,000 for the quarters constructed at the colliery. Government’s 
interests cannot be said to have suffered in this case. 

25. In the case of Junkunda, Government’s interests were not 
adequately safeguarded, by not making a claim before the period 
of the agreement expired and by not taking over the buildings 
within the appropriate period. Wnat value could have been realised 
is a matter for conjecture as discussed in para 23- If timely action 
had been taken in respect of Adjai Collieries (Junkunda), Govern- 
ment could have established their claims for their buildings, but it 
is more or less certain that if the buildings were offered to the 
management for purchase they would not have purchased them 
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because the buildings would have been of no value to them. How- 
ever, Government’s claim for the quarters would have been estab- 
lished in time. It would have been open to the Government to 
dispose of the buildings by dismantling and selling the materials. 
It cannot, however, be said that by the initial delay in taking over 
the buildings Government’s interests have been completely lost. 
The present position is that in accordance with the terms of the 
agreement with the Colliery, the matter has been referred to arbi- 
tration before the arbitrators appointed by the Government and 
by the company. The arbitrators have appointed an umpire. The 
case is still pending. 

The matter came to the notice of the Secretariat in September, 
1949, on a note received from the Ministry of Finance suggesting 
that a report should be obtained from the D.C.C. (P) on the present 
position of the buildings. By that time, the period of the agree- 
ment with the collieries had expired and further action taken was 
to obtain D.C.C. (P)’s report and in getting the help of C.P.W.D. in 
locating the buildings as mentioned in an earlier paragraph. 

26. The following conclusions could be reached as a result of the 
investigations into the matter: 

(1) The D.O.C.C.M. built quarters and undertook other construc- 
tions at the market collieries, which later events proved to be exces- 
sive. It could not however be anticipated at the time when the 
buildings were put up that the D.O.C.C.M- operations would come 
to an abrupt end. 

(2) No value could be realised for the temporary structures built 
at the market colliery sites, as by the time the D.O.C.C.M. contracts 
and S.L.P. contracts with the market collieries ended, the tempo* 
rary structures had become useless for further use. 

(3) Permanent structures were constructed only at two col- 
lieries, viz., Junkunda and Pure Jambad. Government’s interests can- 
not be said to have suffered so far as the structures built on Pure 
Jambad colliery are concerned. An offer of Rs. 5,000 was made by 
the colliery during the contract period, which if accepted would 
have resulted in great loss to the Government. Prolonged nego- 
tiations were continued with this colliery and ultimately it was 
possible to realise Rs. 25,000 for the buildings from the colliery. 

As regards the quarters built at Junkunda, the D.C.C. (P) failed 
to take possession of the buildings before the expiry of the period 
of the agreement. As the buildings were in the possession of S.L.P.. 
the D.C.C. (P) normally expected that they would hand over the 
buildings to him when the contracts expired. S.L.P. failed to do 
this, but as the responsibility for taking over the buildings was that 
of D.C.C. (P), S.L.P. cannot be held entirely responsible for this 
failure. The D.C.C. (P) did make an attempt to locate the buildings, 
but in the absence of records (of D.OC.C.M.), it was difficult to 
locate them. The obvious course would have been to make a local 
inspection and locate the buildings but by the time this could be 
done, the period of the agreement had expired. 
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Even if the buildings were located in time, it would have been 
difficult to sell them to the colliery. Disposal of the buildings by 
sale of the materials to private parties was possible, but not much 
disposal value could have been realised. If however prompt action 
was taken Government could have established their claim for the 
buildings. 

The matter is now under arbitration and Government may hope 
to get at least some portion (may be a small portion) of the expen- 
diture incurred on the construction of the buildings. 

All the officers who were connected with this matter have retired 
long ago. 

The expenditure incurred on the construction of the buildings, 
should really be treated as part of the expenditure on D.O.C.C.M- 
operations. 



APPENDIX LIV 


Note from the Ministry of Transport and Communications (Depart- 
ment of Transport) pursuant to action taken on para 56 of the 
First Report regarding Accounts of Port Trusts — Submission to 
Parliament of the Audit Report relating to various Port Trusts 
— Amendment to the Port Trusts Act. 

There are three statutory port authorities set up under law at 
the major ports of Calcutta, Bombay and Madras. The constitution 
of these port authorities is indicated below: — 

(1) Calcutta: According to the Calcutta Port Act, 1890, twenty- 
four Commissioners from the Calcutta Port Commission as detail^ 
below: — 

(a) Ex-off'tcio Commissioners — 6 

The Chairman; 

The Deputy Chairman; 

The Collector of Customs, Calcutta; 

The Chief Executive Officer of the Municipal Corporation for 
the city of Calcutta; 

The General Manager, Eastern Railway; and 
The Director of the Railway Board at Calcutta. 

(b) Commissioners appointed by the Central Government — 5 

One representative of the Mercantile Marine Department 
chosen by the Central Government; 

One representative of the Defence Services chosen by the 
Central Government; 

One representative of the Government of West Bengal chosen 
by the State Government; and 

Two representatives of labour chosen by the Central Govern- 
ment after consultation with registered trade unions 
composed of persons employed in the port. 

(c) Elected Commissioners — 13 

10 Commissioners elected by various Chambers of Com- 
merce; 

One Commissioner elected by the Indian Shipowners Asso- 
ciation; 

One Commissioner elected by the Calcutta Corporation; and 
One Commissioner elected by the Howrah Municipality. 


289 
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(2) Under the Bombay Port Trust Act, 1879, the Bombay Port 
Trust Board consists of twenty-five members as detailed below: — ■ 

(a) Chairman — 1 

(b) Nominee-Trustees — 10 

The Collector of Customs, Bombay, Ex-officio; 

The General Manager, Central Railway, Ex-officio; 

The General Manager, Western Railway, Ex-officio; 

The Mimicipal Commissioner for the city of Bombay, Ex- 
officio; 

One representative of the Mercantile Marine Department 
Bombay, chosen by the Central Government; 

One representative of the Government of Bombay, chosen 
by the State Government; 

Two representatives of the Defence Services, chosen by the 
Central Government, one of whom is to be a representa- 
tive of persons employed in the port. 

(c) Elective Trustees — 14 

Nine members elected by various chambers of commerce; 

One member elected by the Bombay Mill-owners Associa- 
tion; 

One member elected by the Indian National Steamship Owners 
Association; 

One member elected by the East India Cotton Association; 
and 

Two members elected by the Bombay Municipal Corpora- 
tion. 

(3) Under the Madras Port Trust Act, 1905, the Madras Port 
Trust Board is composed of twenty Trustees as detailed' below: — 

(a) Chairman — 1 

(b) Ex-officio Trustees — 3 

The Collector of Customs, Madras ; 

The General Manager, Southern Railway, and 

The Municipal Commissioner for the city of Madras. 

(c) Appointed by the Central Government — 5 

One representative of the Mercantile Marine Department, 
chosen by the Central Government; 

One representative of the Defence Services, chosen by the 
Central Government; 

One representative of the Madras Government, chosen by the 
State Government; and 

Two representatives of labour, chosen by the Central Govern- 
ment after consultation with registered trade unions 
composed of persons employed in the port. 
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(d) Elected Trustees — 11 

One trustee elected by the Municipal Corporation of the city 
of Madras; and 

Ton trustees elected by local commercial interests. 

2. The power to appoint the Chairman and the Deputy Chairman 
at the port of Calcutta vests in the Central Government. These 
officers hold office during the pleasure of the Central Government. 
The post of Deputy Chairman at the port of Calcutta is vacant at 
present. The normal term of office of the other elected trustees 
or Commissioners and trustees or Commissioners appointed by the 
Central Government by name is a period of two years. A Trustee 
or Commissioner appointed by the Central Government by virtue 
of his office, continues to be a Trustee or Commissioner so long 
as he continues to hold that office. 

3. The establishment of the Port Authorities consists of a number 
of departments, e.g. Conservancy, Engineering, Traffic, Accounts, 
Stores, Land, Secretarial, Railway etc. The power to make appoint- 
ments to posts of heads of departments under the Port Authorities 
is excercisable by the Central Government after consultation with 
the Chairman. But the port authorities themselves have the power 
to make appointments, promotions, etc. to other posts in their estab- 
lishment subject to the sanction of the Central Government in res- 
pect of posts the maximum salary of which exclusive of allowances 
is not less than Rs. 1,000/-. 

4. The primary responsibility for the development and adminis- 
tration of the three major ports of Madras, Bombay and Calcutta 
rests on the port authorities. These port authorities are non-profit 
making bodies and their earnings are not subject to income tax. 

5. The Central Government exercise control over the port autho- 
rities in respect of the more important matters. Thus, the approval 
of the Central Government is required to the rates, dues and other 
charges proposed to be levied by the port authorities and to the 
debit of expenditure to capital. Similarly, the annual budgets or 
supplementary budgets of the port authorities have to be approved 
by the Central Government. The Central Government’s approval 
has also to be obtained by the Port authorities in respect of the 
bigger contracts proposed to be entered into by them. The port 
authorities can borrow jnoney by the issue of debentures or securi- 
ties or otherwise for meeting their obligations, e.g. construction and 
repair works required for the port, and acquisition of movable or 
immovable property required for such construction or repair, etc. 
with the approval of the Central Govt. 

6. The accounts of the receipts and expenditure of the port 
authorities are required to be laid before the Central Government 
once in every year and audited and examined by the Comptroller 
and Auditor General at such times and in such manner as mav be 
deterrnined by him. Within fourteen days after the audit and "exa- 
mination have been completed the audit report is to be forwarded to 
the Central Government and the Port Authorities. The Port Autho- 
rities must forthwith take into consideration any defects or irregu- 
larities that may be pointed out in the audit report and send a 



report of the action taken, there to the Central Government. If 
there is a difference of opinion between the Board and the auditors 
on such point, the matter must be referred forthwith to the Central 
Government by the Port Authorities- The Central Government will 
pass final orders thereon and the Port Authorities are bound to give 
effect to such orders. 

7. If, at any time, the Central Government are of opinion that 
on account of a grave emergency the Port Authorities are unable 
to perform the duties imposed on them or they have persistently 
made default in the performance of their duties and as a result of 
such of their duties and as a result of such default the financial 
position of the Port Authorities or the administration of the Port 
has greatly deteriorated, the Central Government can supersede the 
Port Trust Board or Port Commission, if necessary, for such period 
not exceeding six months at a time, after giving a reasonable time 
to the Port Authorities to show cause why they should not be super- 
seded and considering their explanations and" objections. During 
the period of such supersession, all property vested in the Port 
Authorities vest in the Central Government and the Central Gov- 
ernment can direct any person to exercise and perform all the 
powers and duties of tne Port Authorities. 

8. The Comptroller and Auditor General has no comments to 
make on this note. 


NAGENDRA SINGH, 

Joint Secretary. 



APPENDIX LV 


Note pom the Ministry of Transport and Communications (Depart- 
ment of Transport) pursuant to action taken on paras. 97 and 98 
of the Twenty-third Report regarding purchase of unseaworthy 
vessel. 

The additional information required by the Public Accounts 
Committee is given below seriatim: 

(I) A copy of the report of Superintending Engineer of Assam with 
the comments of the Ministry may he submitted. 

(1) A copy of the Enquiry Report of the Superintending 
Engineer, Southern Circle, Assam is attached (Annexure I) . 

(2) The enquiry held by the Superintending Engineer, Southern 

Assam Circle, was a departmental enquiry ordered by the Govern- 
ment of Assam in their memo. No. CF 18/7/48/4715-17, dated the 
18th May, 1949. The necessity for the enquiry arose as in their 
Inspection Reports, the Mechnical Engineers of the Assam Public 
Works Department at Jorhat and Gauhati and the Ship Surveyor, 
Assam had reported some serious defects in the vessel. * * * 

(3) This Ministry is of the view that it would not be correct to 
accept all that has been said in the Enquiry Report as it appears 
to be one-sided and so of doubtful validity. It would be more ap- 
propriate to consider and weigh together all the facts of the case 
in order to arrive at a fair conclusion. The main points arising out 
of the report which require consideration are — 

(i) whether the possibility of obtaining a suitable vessel 

from Disposals had been explored before Mr. 's 

recommendation for the purchase of the Z-72 craft of 
Mr, was accepted; 

(ii) whether Mr. arranged for the purchase of the 

vessel even before a careful survey; 

(iii) whether the vessel was in a seaworthy condition when 
she left Calcutta. 

(4) These points are dealt with below seriatim: 

(i) The remark made in the concluding sentence of para. S' 
of the Report that no proposal for any vessel from Dis- 
posals was put forward by Mr. is based on in- 

complete information available to Superintending Engineer. 

The complete facts as available from the records are stated 
below: — 

The proposal of the Consulting Engineer (Roads) to authorise 
Mr. to purchase the ferry steamer was referred 

?.93 
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to the Ministry of Finance on 28th April, 1948. The 
Ministry of Finance consulted the Ministry of Industry 
and Supply on the 29th April, 1948. On the basis of dis- 
cussions between the Under Secretary, Ministry of 
Transport and the Disposal authorities, the former re- 
ported that although none of the vessels with the Dis- 
posals was suitable, the Department of Supply opined 
that the actual purchase of the vessel shouM handled 
by them. The Consulting Engineer (Roads), accepting 
the view of his office that the purchase was being made 
on behalf of the State Government, finally decided on the 
11th May, 1948 that the money having been allotted for 
the work, the Engineers are respon.sible for spending it 
to the best advantage of public and ordered that the pur- 
chase should be finalised. 

The responsibility for not routing the purchase through the 
Department of Supply is that of the then Consulting Engineer. 

(ii) A fei'ry steamer was required for a crucial point in the 
road transport arrangements of Assam which was regard- 
ed as most important and had been assigned top priority. 

Mr. , who possessed experience not only of Z 

eraft but also of navigation on the Brahmaputra over a 
fairly long period and had also personal knowledge of 
crafts available for sale in Indian waters, was permitted 
to negotiate in collaboration with the Chief Engineer, 

Assam, the purchase of the Z Crafts of Mr. and 

to arrange for crewing and equipping the craft for its 
journey to Assam. In May, 1948 it was suggested to the 
State Government that, in consultation with Mr. Oag, 
they should contact the Principal Engineer and Ship 
Surveyor at Calcutta for the necessary ship survey of 
the vessel proposed to be purchased. The vessel was 
first tested on the 15th June 1948 by Mr. Oag in conjunction 
with the Third Engineer and Ship Surveyor of the 
Mercantile Marine Department but only after completion 
of one run the engines gave trouble and the trials had to 
be abandoned. Mr. Oag, however felt that the vessel 
could be made to give the mechanical efficiency desired 
and when this was completed and the Principal Engineer 
and Ship Surveyor granted a certificate he would re- 
commend the purchase of the vessel. He requested the 
Principal Engineer and Ship Surveyor to undertake fur- 
ther trials and to advise the results thereof to the State 
Government. In his letter dated the 151h July, 1948, the 
Principal Engineer and Ship Surveyor informed the State 
Government that the hull and engine surveys had been 
completed. Neither it was' stated that the hull and 
engines were found in sound condition nor was there any 
remark to the contrary. Certain equipment on board 
i.e. anchors, chains, fire extinguishers etc. did not 
comply with the requirements laid down under the 
Inland Steam Vessels Act and as the owner at the time 
of survey of the vessel was Mr. a Survey 
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Certificate could not be issued until all the requirements 
were complied with. As the defects did not affect the 
seaworthiness of the craft, they were allowed to be recti- 
fied after the vessel had been taken over. A Survey 
Certificate from the Mercantile Marine Department was 
not obtained since the vessel now belonged to Govern- 
ment for which such a certificate was not required by 
law. In the circumstances, it would not appear correct 
to say that Mr. Oag arranged for the purchase of the 
vessel even before a careful survey. 

(iii) After carrying out the necessary inspection etc., the 
vessel was taken to Assam by river and it travelled a 
distance of eight hundred miles under its own power. It 
is evident that the vessel could not have performed this 
long journey, if there had been any serious major 
mechanical defects of the nature mentioned in the 
Enquiry Report, at the time of her departure, 

(5) The Assam Government’s conclusions in the matter are 
reproduced below: — 

“There is little doubt that the vessel when finally accepted 
at Calcutta on the advice of the OWING was not in tip>- 
top condition. It did run at the trials though after some 
adjustments and repairs to the engines and the dynamos 
and the pump etc. It also arrived at Goalpara on its 
own power, but not in a good condition and it broke 
down completely after 53 days service. It is possible that 
the crew engaged in Calcutta were not quite competent 
but our mechanic who escorted the vessel does not sup- 
port the view that the vessel was run negligently. It is, 
however, possible that the Pakistani crew who did not 
like to serve further and started clamouring for more 
pay and higher allowances as soon as they reached 
Dhubri, might have mishandled the vessel during the 53 
days of its glor>% but this is at the best a surmise. After 
its 53 days service, we found that the engines had practi- 
cally broken down and the propeller shafts worn 
dangerously loose in their bearings and no workshop or 
marine staff to handle the repairs.” 

(6) The fact that the vessel proved to be a bad bargain is not 
disputed. There was, however, no undue haste or lack of care in 
regard to the selection and inspection etc. of the vessel. The failure 
of the vessel may be attributed mainly to the following factors 
and it would be hardly fair to apportion the blame on any parti- 
cular officer or officers who acted in good faith in the procurement 
of the vessel in question : 

(i) that the vessel did not prove as good as was expected; 
and 

(ii) that it could not be maintained properly due to lack of 
experienced crew and proper workshop facilities for re- 
pairs etc. 


488 L.S— 20 
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(11) The break-up of the expenditure of Rs. 23,000 for conversion 
and overhauling the vessel and the date on which the expenditure 

was incurred. 

A copy of voucher No. 41, dated the 23rd March, 1949 containing 
details of the expenditure of Rs. 22,343 incurred on making addi- 
tions and alterations to the vessel before she left Calcutta is attach- 
ed (Annexure I-A). It now transpires that the correct figure of ex- 
penditure is Rs. 22,343 and not Rs. 23,343 as mentioned in the Audit 
Report. The reason for this discrepancy is explained in the en- 
closed copy of Accountant General Assam’s letter No. Rep. 3873, 
dated the 25th March, 1957 (Annexure II). 


14th February 1958. 


H. P. SINHA, 

Consulting Engineer 
(Road Dev.) and Joint Secy. 



ANNEXURE I 


Enquiry on Z-72 Crajt Vessel at Goalpara for Goalpara- 
Jogighopa Ferry Service. 

1. The Assam Government tentatively selected tv^o vessels — one 

in Bombay and another in Calcutta, after calling for quotations and 
by negotiations and decided to purchase the vessel at Calcutta. 
When the financial sanction of the Consulting Engineer, Govern- 
ment of India was asked for, he referred the matter of Col. , 

the Director of Navigation CWINC for advice. 

2. Col. offered to help the Assam Government with an 

economical Vessel at a nominal cost from Disposals and the Con- 
sulting Engineer authorised Col. to negotiate and purchase, 

a vessel on behalf of the Assam Government in collaboration with 
the Chief Engineer, Assam and in consultation with the Principal 
Engineer and Ship Surveyor, Government of India. 

3^ Col. denounced the Assam Government’s Bombay 

selection on the ground of deluy in getting it and the Calcutta 
selection for its high power and consequent high running cost and 

suggested to purchase the Z-72 Craft belonging to Zamin- 

dar of Comilla, lying in the Hoogly Dockyard. No proposal for any 
vessel from Disposals was put forward by him. 

4 ^ Col. was asked bv the Assam Government to carry 

out a joint inspection of both the vessels at Calcutta with the Assam 
Government’s Trade Advi.ser, but ho inspected the vessels himself 
alone and denounced the vessel selected by the Assam Government 
and recommended the purchase of Z-72 Craft of de-Louney, subject 
to final survey by the Principal Engineer and Ship Surveyor, 
Government of India. 

5 , CoL and came to Shillong and in a confer- 

ence with the Chief Engineer settled up the negotiation at 

Rs. 1,60,000 but Mr. stated that he had not been able to 

obtain the Survey Certificate from the Principal Engineer and Ship 

Surveyor (reason not stated), but Col. undertook to 

arrange it. 

6. Col. inspected the vessel on 15th June, 1949 with the 

3rd Officer of the Principal Engineer and Ship Surveyor’s Depart- 
ment and after one hour’s run the Engines defaulted and she had 
to be left anchored in a Buoy in the midstream, but the defects 
were considered by him to be* minor, relating to circulating pump 
and lubrication, wnich could be repaired. He emphasised its pur- 
chase by further trials carried out by the Principal Engineer and 
Ship Surveyor if it was found satisfactory. In anticipation, how- 
ever, he obtained an Estimate from the Hoogly Dock and Engineers 
Ld. for carrying out certain additions and alterations like fitting up 
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drop gates, benches, chairs, bowls and providing latrines, costing 
about Rs. 13,739 and advised the Chief Engineer, Assam to accept 
it. There was no item for repairs to Engine, circulating pump and 
lubricating system. 

7. The Chief Engineer, Assam pressed for the inspection report 
of the Principal Engineer and Ship Surveyor before he could 

commit. Lt. Commander , Principal Engineer and Chief 

Ship Surveyor inspected the "Vessel on 15th July, 1948 and wrote 
to the Chief Engineer “The Hull and Engine Surveys of Z-Craft 72 
are completed”, but it was not stated if they were found in sound 
condition. He however found other fittings not conforming to the 
Indian Steam Vessels Act, 1917 and therefore, was not in a position 
to issue the certificate. 

8. The Chief Engineer depended entirely on Col.’s Officer 

to take over the Vessel in good running order. In the meantime. 

Col. sent his recommendations for purchase of this Vessel 

to the Consulting Engineer and while the Chief Engineer, Assam 
was still insisting on “good running order” condition of the Vessel, 
both Col. and the Consulting Engineer interpreted Lt. Com- 
mander “The Hull and Engine Surveys of Z-Craft 72 

completed” as amounting to “found satisfactory” and urged its 
purchase immediately and carry out additions and alterations after 

which the Survey Certificate would be forthcoming. Col. 

further assured that deficiencies previously noticed would be reme- 
died while carrying out alterations including any further that 
might be pointed out by the Principal Engineer and Chief Surveyor 
(at whose cost not mentioned). Col. further advised pur- 

chase of two new Engines at Rs. 25,000 each if considered necessary 
for getting higher speed. This suggestion might have been dictat- 
ed by a feeling that the existing machines were not quite upto the 
mark. 

9. On this assurance, the Assam Government authorised Col. 

to complete the deal and the Vessel was purchased, Phi. J. 
de Louney was paid Rs. 1,60,000. 

10. After the deal was completed Col. sent his Assistant 

to Calcutta to supervise carrying out additions and altera- 
tions in the Hoogly Dock Yard and recommended to Chief Engi- 
neer, Assam for acceptance, a further demand of Hoogly Dock and 
Engineering Co. Ltd. — for (i) Rs. 6,300 for dry docking, scaling and 
painting and stopping leakage to main deck shed, (ii) Rs. 1,185 for 
fitting up a Capstan, (iii) Rs. 200 for preparing a drawing for the 
vessel, (iv) Rs. 512 for repairs to Dynamos, (v) Rs. 4 per day as 
mooring charge. These demands were agreed to. 

11. Mr. was replaced by Mr. after sometime. 

Col. , however, instructed his Assistant “trials should be 

carried out to ensure that the machinery found defective in the 
previous trials is now working efficiently, before the Vessel is 
handed over to the representative” of the Assam Government. 

12. After the additions and alterations were carried out the Vessel 
was taken out for trials on several occasions and every time the 
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Engines, circulating pumps and the Dynamos gave troubles. The 
Trade Adviser reported “something or other in the ship is giving 
trouble one after the other”. 

13. When the Principal Engineer and Ship Surveyor was approach- 

ed to Survey the Vessel, he refused to do so unless he was approached 
through the Ministry of Commerce, Government of India and stated 
that even if that was done, he could not arrange the survey before 
3 to 4 weeks due to shortage of staff. Evidently the proposed survey 
was something quite different from what was done on 31st May 1948 
at the personal request of Col. . This survey could not be arrang- 

ed. 

14. The Trade Adviser arranged the inspection of the Electrical 

installation by Messrs. . They found the prime Mover engine 

Crossley for the Generator very defective so as to require thorough 
overhaul and the distribution wirings also required renewal. They 
considered opening up of the Generator necessary but for want of 
spares for this type of machine dared not do it. They quoted for 
providing some additional fittings. The Chief Engineer, Assam did 
not want the additional fittings and did not say anything about other 
defects. It was urgent to get the Vessel to Assam as early as possible 
if she was otherwise all-right. 

15. Capt. Col.’s Assistant also experienced frequent 

troubles in Engines and wrote to the Chief Engineer, Assam on 14th 
January, 1949 through the Trade Adviser that he considered it advi- 
sable to have the Craft's Engines fully examined before departure 
by the Principal Engineer and Ship Surveyor and suggested writing 
or wiring to that officer directly. 

The Chief Engineer, Assam wanted to know why this was not 
done before purchase of the Vessel and to this Capt. Basu’s reply 
was that his Commission — CWINC — meaning Col. was concern- 

ed to the limit of providing a suitable Craft in good and Seaworthy 
condition and nothing else. 

No further action was taken Evidently Col. or anybody else 

did not fully examine the Engines before purchase. 

16. As the services of the Government Principal Engineer and 
Chief Ship Surveyor could not be arranged to make a full survey of 
the Vessel and the machineries, etc. the Trade Adviser obtained the 

services of Messrs. Lardner North & Co. a private firm 

to survey the ship and a fitness certificate was obtained from 

them. The certificate was issued on 28th February 1949 and the 
examination was carried out on 2nd February, 1949. 

The Certificate states — “The Vessel’s Engines had also been over- 
hauled by Messrs. .” but no such overhauling was done. In 

carrying out the test, the Engines were run at 6 miles per hour speed 
for a short length against the maximum speed of 11’8 miles. This 
was extraordinary, but yet the dynamo of the Port Engine became 
hot. The Engines of the Vessel are stated to have functioned 
normally, but without a trial at a greater speed. This remark 
has no value. The auxiliary Engine (Crossby) was found very 
noisy in operation. The Surveyors recommended a few more 
alterations and equipments like chains for anchors, Derrick, Dinghi 
and a better bom. 
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But none of these defects were attended to before the Vessel 
left Calcutta. 

17. The defects now noticed in the machineries could never have 
possibly developed on account of normal wear and tear due to the 
run from Calcutta to Assam. The defects were there before the 

purchase. Col. himself noticed some of them but he 

minimised them, he never arranged a careful examination of the 
mechanical and Electrical side but was anxious for outside fittings 
and modification. He was anxious for immediate purchase even 
before a careful survey. 

Not a single trial in Calcutta was successful and every time 

some trouble or other was noticed. Messrs. found the 

Electrical Installation definitely defective and any Mechanic with » 
clear idea about Diesel Engines would have said the same thing 
about the main Engines of the Vessel, if he was asked to examine 

them. It is very likely that could not get the Survey 

Certificate from the Principal Engineer and Ship Surveyor — as he 
stated in Shiilong. perhaps, because of these defects, and though 
Col. promised to get the Certificate he could not arrange it. 

Within a few days of the purchase of the Vessel before she had 
performed any service Col. agreed to get the Dynamos repair- 

ed at a cost of Rs. 512 charged not to the supplier of the defective 
vessel but to the Assam Government and yet the repairs carried 
out were not satisfactory, as within a few days after the Vessel 
had left Calcutta both the Dynamos again became totally un- 
serviceable. 

On the way from Calcutta to Assam, the Engines, the Circulat- 
ing Pumps, the Lubricating system and the Dynamos gave the same 
troubles as were experienced in Calcutta. 

18. The Assam Government depended entirely on Col. 

considering him to be an expert and did not send their own 
Mechanical Engineer or Ship Surveyor to look into the machineries 
before purchase. The Divisional Mechanic was sent not to 
examine the machines but only to escort the Vessel. But CoL 
appears to have had paid no careful attention to the exami- 
nation of the machineries. 

19. It may be pointed out that while this Craft cost the Gov- 
ernment 1,60,000 to start with, the Assam Aviation and Trans- 
port Services Ltd., Gauhati purchased a similar Vessel (only 
difference being length — 120' against Government Vessel — 134') at 
Rs. 95,000 only, in a better perfectly nice condition. 

20. When the Vessel reached Assam various defects were at 
once noticed and it was considered advisable not to ply her. She 
was however plied for ferry service between Goalpara and Jogighopa 
from 20th March, 1949 to 14th May, 1949 and was stopped on 15th 
May, 1949, i.e. counting from the date of starting from Calcutta, 
she was in service for 92 days only including the idle days for rest. 
She ran only 55 days with 3 trips per day for ferry service between 
Goalpara and Jogighopa when the daily average consumption of 
Diesel oil was 56-5 gallons and lubricating oil — 4 gallons. 
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21. It is quite clear that the Engines, Dynamos and Circulating 

pumps of the Vessels were never in order before the purchase, and 
though Col. was advised by the Consulting Engineer, Gov- 

ernment of India to make the purchase in collaboration with the 
Chief Engineer, Assam and in consultation with the Principal 
Engineer and Ship Surveyor, Government of India, the Vessel and 
the Engines were never thoroughly examined and certified to be 
sound by the Principal Engineer and Ship Surveyor and he was 
uever approached officially through proper channel. The Survey 

by was only to make shift arrangement and the Engines were 

not properly tested even by a run at a high speed. 

The various defects of Engines, etc. pointed out from time to 

time by the Trade Adviser, Mr. , Messrs. and the 

Ship Surveyor were never endeavoured to be set right before 

the Vessel left Calcutta for Assam. 

22. The present position of the machineries is this: — 

(i) All the three Engines — Two main Thorny Croft and the 
prime mover Crossley have to be taken down and 
thoroughly overhauled. It may be necessary to replace 

the two main Engines, as was once suggested by Col. 

@ Rs. 25,000 each. It is doubtful if spare parts for the 
Thorny Croft Engines are available in India. 

(ii) Both the Propeller Shaft assembly have to be taken out 
and repaired or replaced. 

(iii) Both the Circulating pumps have to be replaced. 

(iv) Both the Dynamos have to be rewound or their armatures 

replaced. 

(v) Additions and alterations carried by the Hoogly Dock 
and Engineering Co. are not very satisfactory. 

(a) the drop gates are unusually unwieldy and special 

' arrangements have to be made to handle them, 

(b) Roof leaks to be stopped further, 

(c) Bridge to be provided with protection, 

(d) Scraping and painting of Hull to be redone. 

(vi) The whole Vessel is to be repainted. 

(vii) Anchors to be provided with chains. 

23. It is not possible to carry out all the above repairs in Assam. 

24. It will be better to requisition the services of an expert of 

Messrs. , or any other reputed firm other than Messrs. 

, to examine the Vessel thoroughly and advise. I would 

not advise asking the to inspect the Vessel, for they might 

be anxious to whitewash their previous shortcomings. They may 
be called in after the inspection by an independent expert. 



ANNEXURE I-A 

Government of Assam 

PUBLIC WORKS DEPARTMENT AUDIT BRANCH 
No. ADT.22/50/1552 Shillong, the 13th March, 1957. 

From 

The Chief Engineer, (R. & B.) Wing, 

Public Works Department, Assam. 


To 

The Accountant General, Assam, 

SHILLONG. 

Subject: Break up of expenditure incurred on additions and alter- 
ations to “Z” craft. 

Reference; Your D.O. No. WM18827, dated 29th January, 1957. 
Sir, 


With reference to your D.O. quoted above, I have the honour 
to say that from the books of the Executive Engineer, Goalpara 
Division, it appears that the expenditure of Rs. 22,343 was incur- 
red and not 1^. 23,343. The Executive Engineer cannot reconcile 
the discrepancy of Rs. 1,000 which may perhaps be a typing mistake. 
However a copy of the bill of Messrs Hoogly Docking and Engineer- 
ing Co. Ltd. amounting to Rs. 22,343 paid as per voucher No. 41 of 
March, 1949 duly attested by the Executive Engineer, Goalpara 
Division is enclosed herewith. The S. D. Number for the expendi- 
ture of Rs. 1,000 may kindly be intimated if possible to trace out 
the voucher. 


Enclo: copy of voucher No. 41. 


Yours faithfully, 
Sd./- G. C. SHARMAH, 


for Chief Engineer, P.W.D., (R. & B) Wing, Assam 
Memo. No. ADT.22/50/1553 Shillong, the 13th March, 1957. 


Copy together with a copy of the bill of Messrs. Hoogly Docking 
Engineering Co. Ltd. amounting to Rs. 22,343 paid as per Vr. No. 41 
of March, 1949 forwarded to the Consulting Engineer (Road Deve- 
lopment) Government of India, Ministry of Transport (Roads Wing) . 
Jamnagar House, Shafhjehan Road, New Delhi-2 for information 
with reference to his letter No. WII-2/(6)54, dated 19th January, 
1957 to the address of the Accountant General, Assam, Shillong. 


Sd./- G. C. SHARMAH, 

for Chief Engineer, P.W.D., (R & B) Wing, Assam. 
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Divl. Bill No. 357 > <Jated 21-3-49. 

The Director of Navigation, 

Central Waterpower, Irrigation and Navigation Commission, 
Government of India, New Delhi. 


Howrah 27-1-1947 


Ch, to I — ^Purchasing one Ferry steamer for use in Goalpara Ferry crossing on 
National Highway route No. 31/37- 


Or. to the Hooghly Docking and Engineering Co. Ltd. 


0 /N Letter 

XX.5707 Sp-15/i 31.B.48 Bill No. 8886 


Repairs to ‘'Z** 72 


Rs. 

1. Supplying and laying deck composition thick (Flantkeo, cement 

and sand) in way of proposed 2nd class Passenger accommodation at 
after end of main deck over an approximate area of 700 sq. ft. including 
boundary around this area and around all deck manholes in the 
form of I X 3/16^ flat bars edge welded to d ck, and making and 
fitting portable wood levelling chocks to cover all manholes within 
this area. . I75<> 

2. Manufacturing, erecting and fitting out one port side and one starboard 

side latrine(Male and Female), fabricates, from M.S. Materials, situated 
at after end of main deck and complete with glazed earthenware 
s<iua*iing type W.C.S. cement floor, door with locking arrangements 
and flushing facilities from existing sanitary tank. 1706 


3. Manufacturing and erecting benches 15'^ high for approximately 200 

passengers consisting of flat iron frames welded to deck about 5 feet 
apart X 15^ high x 12^ wide with hotted open wooden runners laid 
across tops of frames secured trans versely by flat iron diagonal 
ties welded to deck. 

4. Manufacturing and fitting 4 Nos. motor loading ramps from 6 ' < 3' 

4 lbs. welded channel frames complete with 6"^ x 2^'" hard wooden 
open planking bolted and dowelled to frame top, including hinging, 
lifting and lowering arrangements by hand (2 Nos. ramps fitted to 
port and 2 nos. to starboard where indicated. Lifting and Lowering 
to be by two pairs of double — ^sheave rope blocks on each ramp). 

5. (a) Removing 3 Nos. cent line deck pillars and providing compensation 

stiffening in the form of deep bracket stays, 

(6) Removing 4 Nos. side stanchions in way of new ramp positions, 
and fitting additional deep bracket plates. 

(c) Providing compensating stiffening to deck and roof stringer angle 
for ramps. 

5 . Remo'^ing existing bow ramp from ship to shore. 

?• Removing existing bridge platting at ist class passenger deck level, 
retaining roof supports in way of same and making and fitting canvas 
dodgers screens in lieu of bridge plates 

8. Fabricating and erecting one bow bulwark from M.S. materials, with 

bow anchoring facilities to include making and fitting suitable type 
hawse ring i deck stopper for anchor wire, remov ing existing stem 
anchor and receiving wire through suitable fairleads to existing deck 
winch and coiling into wire reel. 

9. Supplying and fitting on board "1 

2 Nos. enamel bowles, one to each ist class passenger w.c. > 

to. 12 Nos. solid wood seat straight back armless chair. j 

II. Paintinjg; all new erections 

Freeing one badly reated existing hand winch for in operating bow 
anchor, and removing guard rails in way of handle. 


1450 


6638 

450 

55 

480 


1050 

260 


50 

200 


14089 
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«■ 

C2. Credit scrap value for 4 pcs. hulhoark plate bridge plating and old ramp. 350 

As per our Tender No. HC/3581, dated 24.6.48 and your acceptance 
letter No, SP-15/1, dated 31.8.48 13739 

Supplying and fitting one additional ring fairlead on bow bulwark to 
allow existing 2nd anchor (smaller) used, curring way projecting 
• parts of ramps hinge side sockets to allow port and starboard enchors 
drawn up clear, supplying, fitting and welding two semi-circular nose 
plates on outside of bulwark in way of fairlead to give clear run for 
anchor wires. 420 

Dismantling, curring way and removing ashore all main deck roof and 
supporting structure from i day forward of passenger space to bow, 
roof side stanchions cut about level of top hand rail posts and stabord 
and sharp corners of standing portions rounded off. 1100 

Making and fitting roo'^p canva'* side screens round passenger accommoda- 
tion on main deck and upper deck and canvas dodgers on navigation 
bridge complete with lashing arrangements, making and fitting all 


necessary extra stanchions, rails and jackstays for securing screens and 
degers. 2900 

Extending galley funnel sulYiciently to lead smoke over upper deck roofs. 160 

Towing vessel from and to river moorings to and from dry dock making 
special arrangement of keel blocks and dry docking vessel for under- 
water examination and painting. 900 

Scraping and thoroughly clearing exterior of bull upto runwalc level, 
supplying and applying one heavy coat of tar still paint (same as 
previously supplied). 580 

Making fitting pine wood ensing staff and jecks staff with necessary 

fixtures and complete with sheaves and halyyards, 180 

Converting port side lavatory into a storeroom by making and fitting 

strong weedon shelves 2' — 6"' apart and 2' — deep. 250 

Making up and supplying flexible filling pipe and funnel for use in filling 

starboard* oil fuel tank from forward side of deck lavatory. 180 

Sealing off leaks through main deck roof immediately forward of bridge, 90 

Removing, overhauling and refitting fuel pump of ausixiary engine. 160 

20,659 

Less by scrap value of roof structure removed under item 2 620 

20039 

As per oui tender No. HS/7128, dated 16.12.48. 


Disconnecting and lifting off capstan from existing position on boat deck ^ 
and making deck good, fitting capstan on main deck forward in 
position pointed out and securely fastening with necessary chocks 
and fastening, supplying and fitting suitable stowages for capstan 
bars. 

Fitting and securing existing after wire reel in positing formerly occupied ’ 
by capstan. 

Disconnecting 2 existing 5 tons crab winches and plugging bolt holes in 
deck (sinches lifted on deck pending further instructions). 

Two existing wire reels fitted aJo 4 secured on main deck forward in 
positions indicated. 

Rings or links suitable type supplied and fitted on deck as necessary to 
take snatch block for lead from caps tan to four ramps. 

Removing, recharging and refitting 2 batteries. 
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As per our tender No. ES./7T28, dated 16-12-48 and your acceptance 
letter No. N-i(37) dated 20-12-48 

Rr>. 

Mooring hire from ist September, 1948 to 15th Novr.’48 and from loih 
Deer. 1948 to 31st Jan/49 being 128 days (excluding passed in dry 
dock). @ Rs. 4/- per day 512 

f Proportionate amount of Mooring hire paid by us to Calcutta port com- 
missioners) 

Removing 2 dynamos and i battery charging board to shops reminding 
armature and field coils of both dynamos, supplying and fitting new 
ball bearings and new carbonb rushed reincosulting brush gears etc. 

Repairing and overhauling batabrush gears etc. Repairing and 
overhauling batterry charging board, refitting dynamos on board and 
testing part renewing port dynamos wiring and testing . 575 

Total Rupees. 22351 

(Rupees twenty two thousand three hundred 

and fifty one only) 

Less credit note No. 8967, dated 2I.2.49* — Rs. 8 

Rs. 22343 

'Fhc Hooghly Docking and I’.ngiiuering Co. Ltd. 

Sd - 

SUPHRINl'ENDHN'r AND MANAGER. 



Certified corrected. 


True Copy 


passed for Rupees twenty-two thousand three hundred forty-three 
only. 

Sd./- 


Director of Navigation, 

Central Waterpower, Irrigation and 
Navigation Commission. 


Vr. No. 41 dated 23rd March, 1949. 

pay by cheque Rs. 22,343 (Rupees twenty-two thousand three 
> hundred and forty-three only.) 

Sd./- Sd./- 

Accountant Ex. Engr. Eastern Assam Divn. 

Certified copy. 

Sd./- 

Ex. Engr. (W. A. Division). 

True copy. 

Sd./- 

Cxecutive Engineer, 

Goalpara Division. 


Copy 

Credit Note. 

Howrah 21-2-1949 

Divl. Bill No. 358, dated 21-3-49. 

The Director of Navigation, 

Central Waterpower, Irrigation and Navigation Commission, 
Govt, of India, New Delhi. 

Dr. by the Hooghly Docking and Engineering Co. Ltd. 

Order No. 5707 D/Note 8967. 

Repairs to 

By deduction for 2 enamled bowls. 

14" included under item 9A of our bills. 

No. 8886, dated 27-1-49 but not supplied. Rs. 8 

(Rupees eight) only. 

The Hooghly Docking and Engineering Co. Ltd. 

Sd./- 

Superintendent and Manager 

True Copy 
Sd./- 

Executive Engineer 
Goalpara Division. 
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ANNEXUEE II 

OFFICE OF THE ACCOUNTANT GENERAL, ASSAM 

No. Rep.-3873. 

Dated Shillong, the 25th March, 1957 

From: The Accountant General, Assam, 

(Report Section) 

To 

The Under Secretary to the Government of India 

Ministry of Transport, Roads Wing, 

Jamnagar House, Shahjehan Road, 

NEW DELHI. 

Subject. — Expenditure incurred on the repairs etc. of 'Z' Craft 
Sir, 

In continuation of this office letter No. Rep-3374, dated the 7th 
February, 1957 on the subject indicated above, I have to invite a 
reference to the Chief Engineer, P.W.D. Assam’s letter No. ADT.22/ 
50/1552, dated the 13th March, 1957 regarding the break up of the 
expenditure on repairs etc. of the ‘Z’ craft before it left Calcutta. 
The expenditure of Rs. 23,343 (incurred in making additions and 
alterations to the vessel) mentioned in the draft para, was taken 
from the Superintending Engineer, Southern Circle, Assam’s Report 
on an Inspection of the Office of the Executive Engineer, Western 
Assam Division for the year 1949-50 (a copy of which was forward- 
ed to this office) in the absence of relevent records in this office which 
had been gutted by fire. As the P.W. Department cannot also at 
this distant date reconcile the figure which was taken from their 
Report, the discrepancy of Rs. 1,000 may under the circumstances be 
suitably explained in the revised note Which the Ministry will now 
prepare. The Ministry’s note dated the 24th November, 1956 may 
also kindly be recast on the basis of the particulars available from 
the bill of Messrs Hoogly Docking Engineering Co. Ltd., a copy of 
which is stated to have been forwarded to the Ministry by the Chief 
Engineer, Assam, vide his memo No. ADT.22/50/1553, dated the 13th 
March, 1957. 

The revised note prepared by the Ministry in this regard for 
submission to the Public Accounts Committee may also kindly be 
got vetted bv this office as suggested by the Accountant General, 
Central Revenues, New Delhi, in his U.N.O. No. RR.2-7/56-57, dated 
13th December, 1956. 

Yours faithfully, 

Sd./- 

Assistant Accountant Officer, Assam. 



APPENDIX LVI 


Note from the Ministry of Works, Housing and Supply pursuant to 
action taken on para. 32 of the Fifteenth Report regarding pay- 
ment of railway freight 

During the discussions of the Public Accounts Committee held 
on the 6th January, 1958, the question was raised whether in taking 
disciplinary action against the Officer, the fact that he was responsible 
for an excess payment of Rs. 3,175/1/- was also brought to the notice 
of Union Public Service Commission. 

2. It was agreed at the discussion that a back reference should be 
made to the Union Public Service Commission appraising them of 
this irregularity committed by the Officer and seeking their advice 
as to whether punishment of warning already imposed by the 
Director General of Supplies and Disposals on the Officer was suffi- 
cient and whether this irregularity, if also taken into account, would 
justify his exoneration. 

3. A further reference was accordingly made to the Union Public 
Service Commission by this Ministry on the 13th February, 1958 
covering the above aspects. 

4. In reply the Union Public Service Commission have stated that 
though the irregularity now pointed out did not form a charge against 
the Officer, the Commission had, during their examination of the 
case, taken due note of the fact that the displeasure of the Director 
General of Disposals had been communicated to him. They have also 
observed that as the Government were generally satisfied that the 
Officer had been sufficiently punished on this account, no fresh charge 
was framed against him, nor was this point specifically mentioned in 
the reference to the Commission earlier. In the circumstances the 
Commission have advised that they do not consider that any modi- 
fication is called for on the advice already tendered by them on this 
case. 


New Delhi; 

The 10th April, 1958, 


M. R. SACHDEV, 

Secretary, 
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APPENDIX LVII 

Note from the Ministry of Works, Housing and Supply pursuant to 
action taken on para, 138 of the Sixteenth Report regarding safe- 
guarding clause in contracts 

The P.A.C. in their meetings held on the 3rd, 4th and 5th January, 
1958, desired that this Ministry should review the Standard Contract 
forms in use in the Supply Department because they were not happy 
that the penalty clause and the arbitration clause were effective for 
the purpose intended. 

Ministry's reply: 

The General Conditions of Contract governing D.G.S.&D. Supply 
Contracts are presently under revision in consultation with the 
Ministry of Law and the revised conditions are expected to be 
finalised after some time. 

The penalty clause and the arbitration clause in these conditions 
have already been reviewed in the light of recommendations of the 
Stores Purchase Committee and the arbitration clause has bee re- 
vised. 

The penalty clause in the General Conditions of Contract provides 
as under: — ! | 

“Should the Contractor fail to deliver the stores or any consign- 
ment thereof, within the period prescribed for such de- 
livery, the Secretary shall be entitled at his opinion 

to recover from the Contractor as agreed liquidated 
damages, and not by way of penalty, a sum of 2 per cent, 
of the price of any stores which the Contractor has failed 
to deliver as aforesaid, for each month or part of a month, 
during which the delivery of such stores may be in 
arrears”. 

The Stores Purchase Committee stated that the criterion for levy 
of damages should be whether the consignee has suffered any incon- 
venience or loss, on account of delays in supply, or whether higher 
prices had to be paid to the supplier for earlier delivery. They re- 
commended that the General Conditions of Contract should provide 
that the quantum of liquidated damages for delay in supply will not 
exceed 10 per cent, of th^ contract vulue. In important cases, it will 
be open to the purchase officer to include a special ‘damages clause’, 
if considered necessary. 

The matter was examined in consultation with the Ministry ot 
Law. The Solicitor General of India inter alia advised as follows: — 

“My suggestion is that the general provision fixing 2 per cent, 
price progressively as compensation can be left as it is for 
the generality of contracts. Where, however, the contract 
is one which is not of the ordinary commercial nature 
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or deals with goods in respect of which damages for 
breach or delay would not possibly be or not likely to be 
ascertainable in the ordinary way, there should be a 
specific provision incorporated for liquidated damages 
appropriate to each case after calling the other party’s 
specific attention to the necessity of such a provision. 
The present provision in the Conditions of Contract being 
incorporated in every contract, cannot be a genuine pre- 
estimate of damages. A genuine pre-estimate supposes 
that the parties have with the facts of a particular con- 
tract in mind, agreed to a particular sum as reasonable 
compensation. The very fact that a particular clause 
is incorporated automatically into every contract, in itself 
precludes its being treated as a genuine pre-estimate of 
damages. I have, therefore, suggested that in such cases 
as where such a pre-estimate is necessary, it should be 
arrived at independently and with the express consent 
of the other side, so as to constitute a proper pre-estimate. 
As to other- contracts the general clause may be left since 
damages will always have to be proved. 

I should add that the practice of charging 10 per cent, of 2 per 
cent, as token damages was not an unreasonable one”. 

For the generality of contract, the existing clause will continue to 
apply, but in deciding cases of liquidated damages, where there is no 
demonstrable actual loss on account of delay in supplies, as suggested 
by the Solicitor General, if liquidated damages are to be levied, these 
may be ordinarily limited to 10 per cent, of the liquidated damages 
leviable (at the rate of 2 per cent). It has accordingly been decided 
that it is not necessary to amend the existing clause in the General 
Conditions of Contract as it serves as a deterrent to prevent delays 
in supplies. Where, however, the contract is not of the ordinary 
commercial nature or deals with goods in respect of which damages 
for breach or delay would not possibly be or not likely to be ascertain- 
able in the ordinary way, a specific provision for liquidated damages 
will be incorporated in the contract, after obtaining the express con- 
sent of the supplier to such a provision, so that it constitutes a proper 
pre-estimate of damages in case of delay in supplies. 

As regards arbitration the position is that the General Conditions 
of Contract originally provided for reference of disputes arising out 
of contracts to the award of an arbitrator to be nominated by the 
purchaser and an arbitrator to be nominated by the contractor, or 
In case of the said arbitrators not agreeing them to the award of um- 
pire to be appointed by the arbitrators in writing before proceeding 
on the reference. As this procedure was cumbersome and resulted 
in a long drawn out and prolonged process as would have been the 
case had the matter been referred to a court of Law, the clause was 
amended in consultation with the Ministries of Finance and Law to 
provide for sole arbitration by the D.G. (S.&D.) or his nominee. In 
practice, the sole arbitrator will be an officer of judicial standing. It 
has, however, been provided that the tenderer has the option to be 
exercised at the time of submitting his offer, not to accept this clause 
in which case disputes, if any, arising out of a contract will be subject 
to the ordinary course of law. 
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The final draft of the revision of Conditions of Contract is now 
under preparation and will be circulated to the major Indenting 
Departments for consideration before it is finally adopted. 

II. Observation of the Public Accounts Committee. 

An enquiry was also made by the P.A.C. as to the status of officers 
who were competent to change any conditions in the standard 
form. 

Ministry’s reply: 

Government sanction is necessary for any change in the Con- 
ditions of Contract except in the following cases: — 

(a) Subject to the acceptance by the tenderer of the special 

clause (copy enclosed), the following officers of the 
Directorate General of Supplies and Disposals have been 
authorised to relax Clause II of W.S.B. 133 (General 
Conditions of Contract), Clause 15 of W.S.B. 134-A (Con- 
ditions governing contracts for Plant and Machinery) and 
Clause 10 of W.S.B. 149-A (Conditions governing con- 
tracts for Purchase and Erection of Structures) and to 
accept offers with unguaranteed delivery period as 
linder: I 

Cases where prices are firm: 

(i) Deputy Director General. . . upto Rs. 2 lakhs 

(ii) Director General (S.&D.) . . above Rs. 2 lakhs 

The above officers are required to obtain the concurrence of the 
Ministry of Finance, in cases where prices are firm and 
it is proposed to place a contract with unguaranteed de- 
livery at a price which is lower than the offer with 
guaranteed delivery, or in cases where prices are subject 
to variation, before conclusion of contracts. Consultation 
with the Ministry of Law will also be necessary where 
the Director General (S.&D.) is compelled to accept the 
offer for unguaranteed delivery but the firm is not pre- 
pared to accept the above special clause. 

(b) About the transit insurance clause (reproduced below) the 

DGS&D have been authorised to decide in consultation 
with the Ministry of Finance on the merits of each case, 
whether to accept or reject the tenders where the tMi- 
derers do not agree to this clause. In the case of non- 
ferrous metals where a decision on the offers is generally 
taken within a very short time, the Purchase Officer, 
within whose powers of purchase the case falls, has been 
authorised to waive, with the approval of the next higlier 
officer, transit insurance clause, if the tenderers do not 
agree to such a clause: ! 

(Insurance clause — ^The purchaser will not pay separately 
for transit insqfance and the supplier will be res- 
ponsible until flie entire stores contracted for arrive 
in good condition at the destination). 


488 L.S— 21 
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(c) The existing arbitration clause provides for sole arbitration 
by the Director General of Supplies and Disposals or his 
nominee. In practice, the sole arbitrator is an officer of 
judicial standing of the Ministry of Law. It is, however, 
provided in the invitations to tender that the tenderer 
has the option to be exercised at the time of submitting 
his offer, not to accept this clause, in which case disputes, 
if any, arising out of a contract will be subject to the 
ordinary course of l^w. In such cases, the officers of the 
Directorate General of Supplies and Disposals are com- 
petent to include a condition in the contract to the effect 
that the contract is subject to the jurisdiction of Courts 
at the place from where the contract has issued. 


The above note has been prepared by this Ministry in consultation 
with the Ministry of Finance. 


New Delhi; 
May 7, 1958. 


M. R. SACHDEV, 

Secretary. 
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Special Clatise: 

“For sub--clause (i) and (ii), paras 1 and 2 of sub-clause (iii) and 
sub-clause (iv) of clause 11 of the General Conditions of Conduct, 
From W.S.B. 133 the following clause shall be substituted, namely: — 

“(i) The time for and the date of delivery of the various stores 
shall be deemed to be the mutually agreed period of 
reasonable time within which the contractor shall com- 
plete the delivery. j 

(ii) The contractor shall, when the stores are ready for submis- 

sion for inspection and test, send a notice in writing to 
the Inspector specifying the particulars of the stores 
which he proposes to tender for inspection. 

Any instruction to the contractor to retard the submission 
of the stores for inspection shall be given only by the 
Secretary and not the Inspector. 

(iii) (a) If it appears to the contractor that delivery cannot be 

completed within the period specified in this A/T, he 
shall immediately apply in writing to the Secretary for 
an extension of the delivery period stating the reasons 
for non-completion of delivery within the stipulated 
period, and shall endorse a copy of the application to the 
Inspector. 

(b) If upon receiving such application and considering the 
cause therein stated, the Secretary be satisfied that 
reasonable ground exists for an extension of time (and 
his decision shall be final) , he may allow such additional 
time for delivery as he considers to be justified by the 
circumstances of the case : 

Provided that any failure or delay on the part of a sub-con- 
tractor shall not be admitted as a reasonable ground for 
extension of time through the employment of such sub- 
contractor may have been permitted by the Secretary. 

(iv) If the contractor fails to deliver the stores or any instalment 

thereof (where delivery by instalments is stipulated in 
the A/T), within the period specified in the A/T for 
such delivery or such extended period as may have been 
allowed under sub-clause (iii) of this clause, the Secretary 
shall be entitled at his option, either — 

(a) to recover from the contractor as agreed liquidated 

damages, and not by way of penalty, a sum of 2 per 
cent, of the price of any stores which the contractor 
has failed to deliver as aforesaid, for each month or 
part of a month during which the delivery of such 
stores has been in arrears, or 

(b) (i) to serve a notice in writing on the contractor fix- 

ing a further period of time within which, in the 
opinion of the Secretary, (which shall be final) the 
stores or any instalment or portion thereof remain- 
ing undelivered and intimating that the period of 
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time so fixed shall be of the essence of the contract, 
and that if the contractor shall make default in com- 
pleting the delivery as required, the contractor or 
the portion thereof as the case may be, shall be 
cancelled and the stores shall be purchased at the 
risk and cost of the contractor, and 

(ii) upon occurence of default in delivery by the end of 
the period fixed in such notice, to cancel the contract 
or a portion thereof as the case may be and, if so 
desir^, to purchase the stores or authorise their 
purchase at the risk and cost of the contractor. 

(v) In the event of action being taken under para (b)(ii) of 
sub-clause (iv) of this clause the contractor shall be 
liable for any loss which the purchaser may sustain on 
that account, provided that the purchase, or, if there is 
an agreement to purchase, then such agreement is made 
within 6 months of the date of such failure, but the 

contractor shall not be entitled to any gain on such 

purchase. The manner and method of such purchase 
shall be in the entire discretion of the Secretary, whose 
decision shall be final. It shall not be necessary for the 
Secretary to serve a notice of such re-purchase on the 
contractor: 

Provided that the right to purchase the store at the risk and 
cost of the contractor shall not prejudice the right of the 
purchaser to recover damages for breach of the contract 
by the contractor. 

Please note that para. 3 of sub-clause (iii) and sub-clause (v) of 
the said clause 11 continue to be applicable to this A/T”. 



APPENDIX LVm 


Note jrom the Ministry of Law pursuant to action taken on paras 

115 — 117 of the Twenty-third Report regarding extra expenditure 

on IJ.S. Stores and conflicting legal opinion. 

In paragraph 115 of the Report, the Public Accounts Committee 
have ^awn attention to the inordinate delay at each stage in the 
hwdling of a certain case in the Director General of Supplies and 
Disposals and, in particular, the delays in the process of obtaining 
legal opinion from the Law Ministry. At the initial stage during the 
latter half of 1950 when the legal aspect was under scrutiny, the delay 
was due to some extent to the Department not furnishing a clear and 
full statement of facts and the material documents (originals or 
copies). This is a common source of delay in many cases and can 
be avoided if the referring departments follow the standing instruct- 
ions carefully. I 

2. The Public Accounts Committee refer to a delay of 14 months in 
1951-52, but this did not occur in the Law Ministry. The Solicitor 
to the Government of India having advised on 10th January, 1951 
that Government had a good case for claiming the difference from 
the defaulting firm, the department could well have pressed with 
the claim and brought it to arbitration then and there. Instead, it 
sent to the Law Ministry 15 months later, on 18th April, 1952, a state- 
ment of case prepared by its special solicitor (who incidentally was 
not an officer of this Ministry) for obtaining the opinion of the 
Attorney-General. It appears from the record that the file remained 
with the special solicitor for over one year from 30th March, 1951 to 
18th April, 1952 for the preparation of this statement of case. This 
delay would have been avoided if the department had asked the 
Solicitor in this Ministry to obtain the further opinion of the 
Attorney-General in the matter. The practice of having a special 
legal adviser of its own within the department sometimes led to 
delays on account of differences of opinion between that legal adviser 
and the law officers of this Ministry and was therefore abandoned 
sometime ago by the Directorate General of Supplies and Disposals. 

3. In paragraphs 116 and 117 of the Report, the Public Accounts 
Committee refer to the conflicting opinions expressed by the officers 
of this Ministry. Considering that conflciting decisions on the same 
legal point are given by different High Court’s and even the Supreme 
Court has been known to revise its previous decision, it is not 
strange that differences arise in difficult and complicated matters. 
So far as this Ministry is concerned, it does sometimes happen, as 
in the particular case under discussion, that all the relevant facts are 
not placed before the law officer in the first instance, but are brought 
to his notice after he has expressed an opinion. In such cases it may 
become necessary for that officer or his senior to revise the opinion 


815 



318 


previously given. It does not seem possible to find) any workable 
method by which we could guarantee that the opinions expressed 
by the numerous law oflBcers in the Ministry of varying seniority 
and experience would never be conflicting. 

New Delhi; 

The 27th May, 1957. 

B. N. LOKUR, 
Joint Secretary. 



APPENDIX LIX 


Note from the Ministry o/ Works, Mourning and Supply pursuant to 
action taken on paras 115—117 of the Twenty-third Report re- 
garding extra expendii*ure on U.S. Stores and conflicting legal 
opinion. 

The following views are offered on the note furnished by the 
Ministry of Law in respect of Paragraphs 115 to 117 of the 23rd Report 
of the Public Accounts Committee. 

2. The statement that the DGS&D had failed to furnish a clear 
and full statement of facts and material documents in the initial stages 
during latter half of 1950, when the legal aspect was under scrutiny, 
cannot be denied, as in the original reference made to the Law 
Ministry in June, 1950, unfortunately the full facts of the case were 
not made available to that Ministry. Subsequently, ,however, such 
facts were made available by 1st September, 1950 on the basis of 
which, the Ministry of Law gave their final advice on 10th January, 
1951 that our claim could be referred to arbitration. 

3. In the light of this case, instructions have since issued that 
whenever a case is submitted for legal advice, a clear and full state- 
ment of facts with material documents relevant to the issue, on which 
advice is required, should be furnished to the Ministry of Law. The 
Ministry of Law in turn have been requested to bring to notice any 
case which, in their opinion, has not been properly presented to 
them, so that necessary corrective action can be taken. 

4. The statement in paragraph 2 of the Ministry of Law note that 
the DGS&D had not pressed the claim in terms of advice given by the 
Law Ministry on 10th January, 1951 then and there, though correct, 
does not give a complete picture of the action taken within the 
DGS&D. What actualy happened was that on receipt of the case 
on 10th January, 1951 (received in the DGS&D on 15th January, 1951, 
from Finance) before invoking the arbitration clause, the DGS&D 
wrote to the firm making a formal demand for recovery of the 
amount on 6th February, 1951. Simultaneously, they initiated en- 
quiries to determine whether any amounts were lying to the credit of 
the firm, so that the same could be adjusted against the Government 
olaim. The firm refuted, the Government’s claim in a communication 
dated 26th March, 1951. Meanwhile, in anticipation of this, the 
DGS&D had already taken steps to refer the case to Arbitration by 
transferring the relative files to the Arbitration Cell within the 
DGS&D on 19th March, 1951, so that necessary action to make a re- 
ference to arbitration, including issue of notice and appointment of 
Government arbitrator, could be taken. It was at this stage that the 
Spl. Solicitor, who at that time was automatically appointed as Gov- 
ernment arbitrator, suggested the appointment of another person as 
arbitrator on behalf of Government in his place on the ground that 
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he had expressed an opinion on the case already, which was in con- 
flict with the views expressed by the Ministry of Law, on the basis 
of which a reference was being made to arbitration. It was under 
these circumstances that the D.G.. to whom the case was put up, 
directed that as the case was of sufficient importance, a reference to 
the Attorney-General would be justified, before pursuing the claim in 
arbitration. Prompt action was, therefore, taken on receipt of the 
advice of the Ministry of Law on 10th January, 1951 to pursue the 
claim, but ultimately for reasons stated above, the actual reference to 
arbitration was not made as the administrative authority considered 
it necessary in these circumstances to obtain the further opinion of 
the Attorney General. 

5. It may be stated that the circumstances which gave rise to such 
a decision, arose primarily because the Dept, had its own Solicitor, 
who ordinarily was automatically appointed as Government arbitrator 
whenever claims were referred to arbitration. As in this particular 
case he had expressed a definite opinion on the case, which was at 
variance with the views expressed by the Law Ministry, it was 
only proper on his part to point out that it would not be correct to 
appoint him as arbitrator in these circumstances. Such a situation is 
not likely to arise again as the practice of DGS&D having its own 
Solicitor is no longer followed and as in any case, the officer appoint- 
ed as arbitrator on behalf of Government would not be associated 
with the consideration of the case before a decision is taken to refer 
the matter to arbitration. 


New Delhij 
The 23rd July, 1957. 


M. R. SACHDEV, 

Secretary. 



APPENDIX LX 


Statement giving comments of Lok Sabha Secretariat on replies of Ministries of Law and 
WorkSy Housing and Supply regarding extra expenditure on U,S* Stores and convicting 
legal opinion 


Comments of this Sec- 

Points raised Reply of the Ministry retariat 


I 


2 


3 


I. Why were not all the 
facts of the case brought 
td the notice of the Law 
Ministry in lune, 1950 
itself when the case was 
referred to that Ministry 
for opinion ? By whom 
was the statement of the 
case prepared in Sep- 
tember, 1950? 


I . The officer concerned who sub- 
mitted the case for considera- 
tion did not appreciate that any 
legal aspects* were involved as in 
submitting the case it had been 
Suggested that the recovery of 
the extra cost incurred on rc- 
pkirchase should be w:aived on 
the grounds rhat devaluation had 
intervened. In fact the initial 
reference to the Special Solicitor 
to the Ministry of W.H.&S. 
was made directly by the Minis- 
try of Finance, who desired to 
have his advice before agreeing 
to the proposal submitted by the 
administrative authorities. The 
special Solicitor expressed his 
opinion and referred the case 
to the Ministry of Law for con- 
firmation of his views which 
was given on the basis of the 
facts stated in the Special 
Solicitors opinion. But when 
the opinion of the Ministry of 
Law was shown to the Ministry 
of Finance, they for the first 
time stated that the tender of 
William Jacks was subject to 
exchange variation and referred 
the case back to the Special 
Solicitor of the D.G.S, & D. for 
reconsideration. On receiving 
his opinion, the Ministry of 
Finance again sought confirma- 
tion of his views from the Soli- 
citor to the Government of 
India, who thereupon required 
information and clarification on 
certain points which was fur- 
nished by the Ministry of 
Finance. On receiving the case 
back, the Solicitor to the Go- 
vernment of India found diffi- 
culty in tracing the tenders and 
other relevant documents and 
he therefore made a request for 
flagging them and also raised 


I. The W.H.&S. Mi- 
nistry have stated that 
the initial reference to 
the Solicitor of the 
Minist y of W.H.&S. 
in June r950 was 
made by the Minis- 
try of Finance. If 
so the Finance Mi- 
nistry must have 
either shown the 
reference to the Mi- 
nistry of W.H.&S. 
or must have been 
submitted it through 
that Ministry to the 
special Solicitor. In 
that case, the Mi- 
nistry of W.H. & S. 
could have pointed 
out that the case did 
not contain full 
facts. Again on the 
second occasion when 
the case was referred 
to the special So- 
licitor to the .DG.S, 
& D, by Finance, 
the latter did not 
either consult or 
route the case, 
through W.H.&S, 
It was only when the 
Law Ministry found 
it difficult to trace 
the relevant papers>. 
that the file was sent 
to W.H. & S. for 
flagging the papers. 
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2 


3 


a. The opinion of the 
Law Ministry was re- 
ceived in »fe D.G.S.& D. 
on I5-I-5T. Why was 
the reference to the 
firm making a formal 
demand for recovery of 
the amount made on 
6-2-51 i.e. after three 
weeks ? Was there any 
need for such a refer- 
ence ? 


3. After writing to the 
firm as above, why were 
not steps taken simul- 
taneously to refer the 
case to arbitration by 
transferring the files to 
the arbitration cell 
instead of waiting till 
the 19th March, 1951 
that is more than two 
months ? 


4 « What were the reasons 
for the inordinate delay 
of more than one year 
i,«. from 19-3-ji to 
18-4-52 in sendmg the 
file to the Law Ministry 


certain further <Iuerries. The 
Mlnisti^ of Finance obtained 
the information from and had 
the documents flagged by the 
D.G.S.&D. and then forwarded 
the case in September, 1950 to 
the Solicitor for opinion. 

2. It is true that whilst the opi- 
nion of the Law Ministry was 
received in the D,G.S.& D. on 
1 5-1-195 1, ihe formal demand 
of the amount issued only on 
6-2-1951. The time taken to 
issue this letter cannot be consi- 
dered unreasonable as, the 
form of letter hi»d to be approved 
by the Legal Adviser to the 
D.G.S &D. and their accredited 
Finance before it could issue. 

It is the usual practice that be- 
fore referring such a case to 
arbitration, that a formal de- 
mand for payment should be 
made on the firm. Reference 
to arbitration is thereafter 
resorted to as soon as it is clear 
that the firm have no intention 
of complying with the demand. 

3. It IS not usual lo take steps 
Simultaneously, \\hen making a 
demand on the firm for the 
amount involved, to refer the 
case for arbitration as a reason- 
able time is allowed for the 
firm to comply with the de- 
mand in which case reference 
to arbitration should not arise. 
In this partic*ular case, not only 
was the demand made on the 
firm but enquiries were also 
issued to various other autho- 
rities to determine whether the 
amount involved could be re- 
covered from any of the firm’s 
outstanding bills or security 
deposits etc. before invoking 
the arbitration clause of the 
General Conditions of Contract. 
Had the amounts been avail- 
able such amounts would have 
been adjusted and instead of 
Government referring the case 
to arbitration, it would then 
have been for the firm to do so. 

4. There appears to be no rea- 
son for the inordinate delay of 
more than one year in sending 
the file to the Law Ministry for 
reference to the Attorney Gene- 
ral. The fact is that the officer. 


2. The Ministry have 
stated that the time 
of three weeks was 
not unreasonable as 
the form of letter 
had to be approved 
by the D.G.S&D. 
and their accredited 
Finance. The con- 
tention of the Mi- 
nistry may be accep- 
ted and we may not 
press this point. 


3. Kven if we accept 
that formal demand 
on the firm was to be 
made before referr- 
ing the matter to 
Arbitration, the pe- 
riod of more than 2 
months does not 
seem to be justifiable 
particularly when the 
Ministry had no 
reasonable grounds 
to believe that the 
claim of the Go- 
vernment would be 
accepted. 


4. The Ministry have 
admitted that there 
does not appear to 
be any reason for the 
inordinat delay of 
more than one year 
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3 


•gain for rcferenca to who was required to obtain the 

the Attorney General ? views of the Attorney General 

retained the case with him for 
this period, possibly because he 
wished to prepare the brief as 
carefully as possible after con- 
sulting the different authorities 
in the matter in the light of the 
complicated nature of the case. 


5 . Whether the existence/ 
continuance of the post 
of a Special Solicitor in 
a Ministry like the 
Works. Housing and 
Supply will not be con- 
ducive to legal advice 
being available at hand. 


6 Whether it will not 
result in expeditious ac- 
tion if the Ministry of 
W^rks. Housing 'and 
Supply could approach 
the Attorney General 
direct in cases where 
the Ministrjf desired a 
second opinion on legal 
advice so tendered? 


5. Under the arrangements which 
now exist, a self-contained sec- 
tion of the Advice Branch of 
the Ministry of Law- is located 
in the same premises as the 
DGS&D, which ensures that 
legal advice is always available 
at hand. These arrangements, 
It is considered, are satisfactory- 
and preferable to the existence 
continuance of a post of Special 
Solicitor in this Ministry. It is 
after all desirable that the 
Ministry of Law, as the autho- 
rity concerned should exercise 
these functions to ensure co- 
ordination and proper advice. 
In fact the Ministry of Law 
have strengthened the Advice 
Section attached to this Ministry- 
by posting a Deputy Secretary 
and two Under Secretaries to 
aiiciid to all cases relating this 
Ministry. 

6. It is not considered desirable 
that this Ministry should ap- 
proach the Attorney General 
direct in cases where the Mi- 
nistry desires a second opinion 
on legal ad\ice tendered by 
officials of the Ministry of Law\ 
It is only f»he officers of the 
Ministry of Law, who can pre- 
pare a proper statement of case 
based on the facts furnished by 
the administrative Ministry and 
their expert knowledge of the 
legal aspects involved, where 
the opinion of the AttorneyGcne- 
ral is required. For example, in 
the particular case which has 
given rise to these queries, had 
the case been handled by Offi- 
cers of the Law Ministry from 
the very beginning instead of by 
the Special Solicitor in this 
Ministry not under the control 
of the Law Minisuy the case 
may not have developed as it 
Hil, 


in sending the file 
to the Law Ministry. 
The defence given 
by the Ministry that 
the Office was re- 
quired to obtain the 
view of the Attorney 
General retained the 
file with him because 
he wished to prepare 
the brief as carefully as 
possible seems to be 
too feablc as the period 
of delay viz. one year, is 
too long for the purpose. 

5. The Ministry have 
given the arrange- 
ments now' existing 
and said that these 
arrangements are sa- 
tisfactory. 


6 . The Ministry have 
not understood our 
point. The legal 
opinion is given by 
the cell which is 
manned by officers 
of the Law’ Ministry 
vide previous para. 
If so, it is not clear 
why the W.H.&S, 
should not approach 
the Attorney General 
direct in cases where 
a second legal opinion 
is considered ne- 
cessary. The Law 
officers in the “cell” 
in the DGS&D, be- 
ing officers of the 
Law Ministry, can 
prepare the case 
properly. 
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MINISTRY OF LAW 


Query of this Secretariat Reply of the Ministry of Law Comments of this Sec- 
retariat, 


. The Solicitor to the 
Government of India 
advised on 10-1-51 that 
Government had a case 
for claiming the differ- 
ence from the defaulting 
firm. The case was 
again referred to the 
Law Ministry after 15 
months for obtaining 
the opinion of the 
Attorney General. The 
earlier opinion of the 
Law Minist^ was rever- 
sed and it was also 
suggested that there 
was no need to consult 
the Attorney General. 
What were the new 
factors that led to the 
reversal of the earlier 
opinion ? 


7* The opinion dated 10- 1-5 1 
given by the Solicitor to the 
Government of India was based 
on the statement in the earlier 
note of the Ministry of Finance 
that even if the order had been 
placed on William Jacks & Co., 
before 18-9-49 the supplies 
could not have been made be- 
fore devaluation occured and the 
prices payable would in any case, 
have increased on account of 
devaluation. But in the State- 
ment of case sent by the Special 
Solicitor of the D.G.S.& D. in 
April, 1952 it was stated that 
in the tender of William Jacks & 
Co., it had been stipulated that 
if there is any fluctuation in the 
dollar exchange between the 
time of tender and until the im- 
port licence was granted, such 
fluctuations will be to the ac- 
count of Government, but after 
the import licence is received, 
the dollar exchange will be firm. 
The question therefore arose 
whether, if the tender had been 
accepted promptly, could not 
the import licence be issued be- 
fore the date of devaluation, i.e. 

1 8 th September, 1949^ and, if 
it could have been, whether the 
defaulting contractor could not 
then contend with force that the 
extra expenditure resulted from 
the delay on the part of Go- 
vernment. The Ministry of 
Finance, who were requested to 
comment on this point, stated 
that though, as departmental 
practices actually were, much 
more than 10 days would have 
been spent in issuing an import 
licence, it is quite possible to 
argue that there was nothing 
inherent in the actual process of 
recommending a licence and 
consideration of the application 
with the recommendation and 
grant of the licence which should 
make it take 10 days or more. 
This Ministry considered that 
as tenders were opened on 8th 
August, 1949, if Government 
had conclude a contract within 
the time available before the 
date of devaluation, the price 
would have become firm. This 
factor seemed to weaken the 
case and accordingly'* it was 
advised tha: the matter need not 
be purstied further. 


7. The reply of the 
Ministry of Law 
emphasises the point 
that the reversal of 
the earlier opinion 
was due to the fact 
that the Statement 
of facts by the Mi- 
nistry of Finance and 
lateron by the Special 
Solicitor to D.G.S. 
& D. gave vary- 
ing facts. This puts 
the responsibility of 
giving the conflicting 
opinion squarely on 
the Ministry of 
W.H.&S. 


It is, however, for 
consideration whe- 
ther it was proper 
for the Law Ministry 
to proceed to give 
opinion on a case with- 
out satisfying mem- 
bers whether all the 
facts have been made 
available to them. 
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Query of this Secretariat Reply of the Ministry of Law 


8. It has been stated that 
in this particular case, 
delay was due to some 
extent to the department 
not furnishing the clear 
and full statement of 
facts and the material 
documents. It has been 
added that this is a 
common source of delay 
which can be avoided if 
the referring department 
follow the standing or- 
ders carefully. In this 
case did the Law Mi- 
nistry satisfy whether all 
the facts and material do- 
cuments were placed be- 
fore them in September, 
1950 and again in April, 
1952? When the case 
was again re-opened in 
October, 1952, the Attor- 
ney General gave his 
opinion in November, 
1953 reversing the opi- 
nion given by the Law 
Ministry given in May, 
1952. Were there aiiy 
material facts in Octo- 
ber, 1952 which were 
not brought to notice 
of the Law Ministry 
earlier ? 


8. Except as stated above, all 
facts and material documents 
were placed before this Minis- 
try in September, 1950, and in 
April, 1952. There were no new 
material facts before the Solici- 
tor General, which had not been 
brought to the notice of this 
Ministry earlier. It may be 
mentioned that the opinion in 
this care was not given by the 
Attorney-General but by the 
Solicitor-General. 


Comments of this 
Secretariat 


8. It may be noted 
that on identical facts, 
the Solicitor- General 
gave an opinion dia- 
metrically opposite to 
that given by Law 
Ministry earlier. 



APPENDIX LXI 


Note from the Ministry of Works, Homing and Supply pursuant to 
action taken on para 138 of the Twenty-third Report regarding 
cases in which lowest tenders were not accepted by the I.S.D., 
London. 


In para 138 of their 23rd Report (Volume 1) the Public Accounts 
Committee have osberved as follows: — 

“The Committee believe that arrangements already exist in 
the India Store Department, London, and elsewhere for 
keeping a check on the progress of deliveries and on the 
due compliance of certain conditions, especially in cases 
where, because of those conditions the contract has been 
given to a higher tenderer in preference to a lower 
acceptable tenderer. It should be noted here that action 
to lodge a claim has been taken in this case only after 
an enquiry was made by the Lok Sabha Secretariat. The 
Committee would suggest that an enquiry which would 
examine this aspect and which would lead to the devis- 
ing of measures to remove any existing defects in the 
present machinery would be worthwhile.” 

2. The India Store Department, London and the India Supply 
Mission, Washington, were asked on 3rd May, 1957 to carry out a 
review of such cases covering the past three years and it appears 
from the latter’s reply that they had no cases of the type, which form 
the subject matter of the present review. The India Store Depart- 
ment have, however, stated that they had 33 cases, where higher 
prices were paid, and there has been some delay in taking up the 
issue with the firms in four cases, out of which three cases now await 
finalization. These cases are also being vigorously pursued by them. 
The India Store Department have attributed the delay to pre-occu- 
pation of officers with current work and progressing of very impor- 
tant contracts. They have, however, observed that cases of this 
nature take considerable time before they are finalized. When a 
claim is preferred in such a case there is considerable resistance 
from the firm as they consider it a sort of "penalty”. Arguments 
are advanced which are not in many cases very cogent. Then a pro- 
tracted correspondence ensues and consultations are held with the 
Financial and Legal Advisers. Legal action in such cases however, 
is as a rule not considered feasible or practicable, in view of the 
need for maintaining future good relations and, therefore, every 
effort is made to secure an amicable settlement. This takes time: 
replies and rejoinders are received, involving arguments over 
causes like delay in inspection, in approval of drawings and force 
tn^eure which might have operated, and over which there is a 
difference of opinion between the Department and the firm. These 
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points have to be carefully examined from the financial, legal and 
administrative angles and every effort is made to settle the matter 
amicably. 

3. Notwithstanding the difficulties pointed out above the India 
Store Department have been asked on 13th September, 1957 (copy 
enclosed) to take prompt action for preference of claims and recovery 
of extra charges where “Higher Price Note” is included in contracts, 
soon after the supplies are completed, and it transpires that the firm 
have delayed supplies. Certain subsidiary instructions were issued 
on 10th July, 1957, (copy enclosed) by the India Store Department, 
laying down a drill to be followed in such cases. These instructions 
were, however, considered inadequate, from a legal angle, by Audit. 
The matter has now been examined in consultation with the Minis- 
try of Law and a revised set of instructions issued on 15th January, 
1958, (copy enclosed) to the India Store Department. Similar in- 
structions have also been issued to the India Supply Mission. These 
instructions are considered satisfactory and it is hoped, will achieve 
the objective in view. 

Dated New Delhi, the 25th March, 1958. M. R. SACHDEV, 

Secretary. 


Copy of letter No. P.II.4(l)/55, dated the 13th September, 1957 
from the Ministry of Works, Housing and Supply to the Director 
General, India Store Department, London, etc. 

Subject: — Public Accounts Committee’s 23rd Report (Volume 1) 
Paras 136—138, regarding statement of cases in which 
lowest tenders were not accepted by the India Store De- 
partment, London. 

I am directed to refer to your letter No. S204/53.Vol.in/SB, dated 
20th August, 1957, on the above subject, and to say that while this 
Ministry appreciate the various considerations, viz., administrative, 
legal, financial and business relations, involved in recovery of extra 
charges, in cases where “Higher Price Note” is included in contracts, 
we feel that there should be the least possible delay in taking up the 
issue with the firms, after the deliveries are completed, and it 
transpires that the firms have not adhered to the delivery schedule. 

2. In the four cases mentioned in para 1 of your letter, it appears 
that there was considerable delay in taking up the matter with the 
firms and the ultimate progressing of recoveries. Since one of these 
cases has already attracted the attention of the Public Accounts 
Committee, we would reiterate the necessity for finalising these 
cases with the least possible delay. It is also requested that monthly 
progress reports may be sent to us till the cases are finally settled. 

3. It is noted that “Higher Price Note” is included, as a rule, by 
the Mission in all the contracts, save in cases, where the firms are 
not agreeable to its inclusion and the merits and circumstances of 
the case ao not warrant such action. 
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4. The instructions laid down by the Mission (as contained In 
their Office Memorandum No. 56/57, dated 10th July, 1957) appear 
to be in order, but we would request for its rigid compliance both In 
letter and spirit. 

5. On reconsideration, this Ministry also do not intend to interfere 
with powers already available to you (under Rules 25 and 32 of India 
Store Department Rules of Policy and Procedure) to waive recoveries 
of extra charges (in cases where “Higher Price Note” is included) 
and liquidated damages, but we would request that these powers 
should be exercised with discretion, and in such a manner, that your 
actions could be justified subsequently. 



INDIA STORE DEPARTMENT 

, OFFICE MEMORANDUM 

No. 56/57 

Watching oj delivery period where loioest tenders are not accepted 

Attention of all officers is drawn to Office Memorandum No. 53/54, 
dated 11th August, 1954. Whenever contracts are placed at a higher 
price for quicker delivery, Suoply Officers are responsible for ensur- 
ing that deliveries are carefully watched. In the event of failure to 
complete supply within the delivery period, firms concerned should 
be asked to refund the difference between the contract rate and the 
lowest acceptable offer. This claim should be pursued independently 
of any which may be preferred on account of liquidated damages. The 
Legal Adviser should invariably be consulted if a controversial point 
arises. 


For watching progress of such cases, a register with columns as 
stated below should be maintained by all Branches and any delays, 
which may occur m delivery should be reported to the Director 
without delay. It is emphasised that no supply file should be put 
away until all sums due to Government are either recovered from the 
contractor or delay in delivery is condoned by the competent 
authority. 


Contract 

No. 


Descri- 

ption 

of 

Name 

of 

C ontra- 

Lowest 

Delivery 

Remarks 
(iniicating 
Delay pogTcssing 
in ac'ion 

dtlivt.r> taken) 

Stores 

ci)r 

Amount Tender 

promised 



(Sd.) A. S. GILL, 

Maj 

Director of Purchase 


The 10th July, 1957. 


Copy of letter No. PII-l(5) /55, dated the 15th January, 1958 from 
the Ministry of Works, Housing and Supply to the Director General, 
India Store Department, London, W.C. etc. 

Subject: — Public Accounts Committee’s 23rd Report (Vol. I) Paras 
136 — 138, regarding statement of cases in which lowest 
tenders were not accepted by the India Store Department, 
London. ! 

I am directed to refer to your letter No. S.83/1/1/57.ASG/SB, 
dated 13th December, 1957, on the above subject, and to say that 
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the matter has been examined in consultation with the Ministry ot 
Law and the following decisions have been taken: — 

(i) A general clause similar to the one described in D.G. 

(S&D)’s Office Order dated 4th September, 1954 should 
be inserted by the India Store Department only in such 
tenders where it is known that delivery is of prime 
importance and the indentor has expressed his urgent 
need for the stores. Such a clause will, however, not be 
inserted in single tender cases- 

(ii) The Special Price Clause as described in para 1 of their 

letter, quoted above, should continue to be inserted in 
the Acceptance of Tenders. 

for obtaining a certificate as an additional safeguard, the 
Ministry of Law have observed that there is no contract until the 
certificate is signed, and in any case, it would not be quite in con- 
sonance with the English Law. It is, therefore, desirable that the 
prior acceptance of the supplier is obtained before a higher price 
note clause is included in the contracts. India Store Department 
should, therefore, try to obtain such acceptance in all such cases, as 
far as possible, and certificate, as suggested by them, should be re- 
sorted to only in cases, where it is considered that the matter would 
otherwise be delayed and the tender would lapse. 

2. In this connection a copy of note dated 21st December, 1957 
recorded in the Ministry of Law is also enclosed. 

3. Three copies of the office order issued in the matter may be 
endorsed to this Ministry in due course. 



INDIA STORE DEPARTMENT 

OFFICE MEMORANDUM 
No. 53/54 
11th August, 1954 

The following instructions issued under cover of the Ministry 
of Works, Housing and Supply letter No. PII-231(3), dated 11th May, 
1954 is reproduced below for strict compliance. The Supply Branches 
may please note that the penalty clause (Clause 7 of I.S.D., Standard 
Conditions of Contract) should in no case be waived when higher 
prices have been paid for earlier deliveries: — 

“Subject: — Imposition of penalty for failure of contractors to supply 
stores on or by the date specified in the contract. 

In all cases where it is decided to accept a higher price than the 
lowest tender in the interests of earlier delivery, the following clause 
should henceforth be inserted in the relevant Acceptance of Tender: — 

“Special Instructions” 

It should be noted that on the assurance of the earlier delivery 
offered by you, this contract has been placed on you in 
preference to the lowest acceptable offer. In case of 
failure to complete supplies against this contract in terms 
hereof within the date of delivery specified herein, you 
would be liable to pay to government the difference 
between the contract rate and that of the lowest accept- 
able tenderer, i.e., £ per unit. This is with- 

out prejudice to the rights of the Government to recover 
all other losses and damages resulting from delayed sup- 
plies including the right of cancellation and repurchase 
at your risk and expense”. 


1 




(Sd.) K. B. RAO, 
Director General, 
India Store Department. 
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APPENDIX LXU 

No. F.1-13/57-M.A. 

New Delhi, Dated the 19th February, 1958. 

Note from the Ministry of Food and Agriculture (Department of 
Agriculture) giving in detail how the price of fertilisers that were 
distributed to the cultivators was worked out under para 86 of the 
Twenty-third Report regarding Reserve Pool of Fertilisers. 

The Ministry of Food and Agriculture is running a State Trading 
Scheme on “no profit no loss basis” for the purchase and distribution 
of chemical fertilisers with a view to popularising their use and 
making them available to the cultivators at reasonable rates in the 
interest of maximising agricultural production. The requirements 
of State Governments as well as other interests for fertilisers are 
first collected and the excess demand over availability from estimated 
production in the country, is calculated. The procurement of the 
deficit is arranged through the Ministry of Works, Housing and 
Supply on global basis. The Fertilisers from all sources are pooled 
together and sold at a uniform rate throughout the country. Of the 
chemical fertilisers handled by the pool, Sulphate of Ammonia is the 
only one produced in the country so far and is very popular with and 
largely used by the cultivators. The method of fixing pool price for 
Sulphate of Ammonia and other fertilisers is the same. 

2. The main items which are taken into account while fixing the 
uniform price are as follows: — 

(i) The purchase costs of the material from various sources, 

(internal as well as external). 

(ii) Handling charges at the ports. 

(iii) Departmental charges levied by the purchasing organis- 

ations. 

(iv) Indirect charges incurred by the Ministry (namely interest 

on capital and salary of staff employed at the centre and 
the ports for running the fertiliser pool). 

(v) ^ Internal transport charges based on average freight paid 

during the previous years from the sources of supply 
to various centres. 

(vi) In addition to the above usual items a further ad hoc pro- 
vision was made in 1957-58 to cover an unxisual expen- 
diture necessitated by the closure of the Suez Canal, such 
as demurrage, diversion, shortage, storage, rebagglng etc. 
charges. 

3. After arriving at a tentative pool price, the price at which it 
would be economical to the cultivator is also investigated in con- 
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sultation with the Statistical and Economic Adviser to the Minister 
of Food and Agriculture. The final Pool price is then fixed with suit- 
able adjustments with the approval of the Ministry of Finance. 
Accordingly the pool price of Sulphate of Ammonia for 1957-58 was 
fixed at Rs. 350 per ton to States effective from 26th March, 1957. The 
State Governments are allowed to add a maximum of Rs. 30 per ton, 
over the Central Pool price, to meet their handling and distribution 
expenses. ' 

The attached statement illustrates the basis on which the pool 
price of Sulphate of Ammonia was fixed for the year 1957-58 effective 
from 26th March, 1957. 

This note has been seen by the Director of Commercial Audit. 

T. C. PURI, 
Joint Secretary. 



GOVERNMENT OF INDIA 
MINISTRY OF FOOD AND AGRICULTURE 
(Department of Agriculture) 


Statement showing the basis on which pool price of Sulphate of 
Ammonia for the year 1957-58 (January 1957 to March, 14)58) 
was fixed, 

Rs. 

1. Purchase price. 

(a) Indigenous Production 4,82,000 tons. .... I3»7i»35s000 

(b) Imported 4,24,000 tons. 14,25,76,000 

2. Handling charges on imported fertilisers : (Fort Trust, stevedoring, 

clearing, forwarding, storage etc.) ..... 42,40,00 a 

3. Departmental charges on imports levied by the purchasing organisation 28,02,000 

4. Indirect charges: 

(Interest on capital. Pay & allowance of staff employed in the distribu- 
tion etc.) ........ 10,00,000 

5. Inland freight: 

(Calculated on the basis of quantity estimated to be moved to each ^ 

(State and the railway freight thereof). . 2,13,34,000 

6. Ad-hoc provision for other items of expenditure: 

Such as demurrage, diversion shortage, storage, subsidy, rebagging 

and other unforeseen items etc.) .... 72,48,000 

TOTAI. COST OF 9,06,000 TONS: 31 '63,35^000 


Average cost per ton. Rs. 349-2-0 

Final Pool price. Rs. 350 - per ton. 

N.B. (‘d) Uniform price charge i to th.* Stares 
for distribution to cultivators of 
Agricultural crops throughout the 
Country. Rs. 350 - 

(b) Price charged to Distributors of fertilisers 

to the Plantation crops (Coffee & Tea)* Rs. 375 - 

(c) Price charged to industry. Rs. 375 - 


F.O.R. Wo.rk.s 
depo.s freight 
paid 10 de- 
stinations* 

— do— 

-do- 


In cases (a) and (b) the State Government and the distributors 
are allowed to charge extra upto a maximum of Rs. 30 per ton to 
meet the distribution expenses such as; — 

(i) Establishment cost. 

(ii) Godown Rent. 

(iii) Cartage, collies etc. 

(iv) Shortage. 

(v) Distributor's commission. 

(vi) Unloading charges at railhead. 

(vii) Interest charges etc. 


332 



333 


Thus the maximum prices chargeable to the agriculturists and 
plantations are Rs. 380 and 405 per ton, respectively. 

N.B. (1) The plantations and Industrial Consumers are charged 
Rs. 25 more than the agriculturists in recent years, with a view to 
off-set any losses incurred in the distribution of Fertilisers to Agri- 
culture crops. 

♦(2) The rate charged for plantations situated in North East India 
is higher by an additional Rs. 17 per ton. This is due to the fact 
that the transport charges to the tea gardens situated in Assam and 
North Bengal are very high, and mostly the movement has to be 
arranged via rail-cum-river route {via Pakistan) involving extra 
freight over and above the equated freight rate. 



APPENDIX LXIII 


Note from the Ministry of Works, Housing and Supply under para 
15 of Audit Report, (Civil), 1956— Part I regarding fraudulent 
drawal of material from Government stores. 

Have there been further cases of fraud last year or this year? To 
what extent has disciplinary action been taken in the past served as 
deterrent or proved effective? 

The Audit Para in question covers the following two cases where 
materials were fraudulently drawn from the Central Stores Division, 
New Delhi, on presentation of bogus indents with false or fictitious 
signatures. The Public Accounts Committee wanted to know whe- 
ther there had been any further cases of fraud during the last year 
or during this year and to what extent the disciplinary action taken 
in the past had served as deterrent or proved effective. The position 
is explained as under: — ; 

The following materials were drawn from the Central Stores 
Division, New Delhi, on presentation of indents with forged 
signatures: — I 

1. G.7. pipes of the total value of Rs. 28,469 

These were drawn against two indents dated 30th September, 1952 
and 10th October, 1952. These indents were presented to the Section 
Officer in the Central Stores Division and the delivery of the materials 
was obtained on the basis of these indents. 

The fraud came to light in December, 1952, when the Advice 
regarding the debit for the cost of these materials was received by the 
Construction Division No. II on whose behalf the indent was prepared. 
It was at that time noticed that no such indents were issued by this 
Division. The matter was immediately reported to the Police 
authorities for investigation with a view to establishing the con- 
spiracy, if possible, and subsequent prosecution of the culprits. The 
police, in November, 1953, came to the conclusion that this was not a 
fit case for judicial trial as there was no likelihood of obtaining con- 
viction against any of the persons involved in the case. 

Departmental proceedings were started against the Assistant 
Engineer, and the Section Officer. The former was punished by 
stoppage of one increment without cumulative effect, while the 
Section Officer was punished by stoppage of annual increments for 
two years with cumulative effect. The Section officer was also not 
permitted to draw pay for the period of suspension i.e. pay drawn by 
him was restricted to subsistence allowance during the period of 
suspension. It was also decided not to count the period of suspension 
ts on duty except for the sole purpose of continuity of service. On 
an appeal, the punishment given to the Section officer was set aside. 
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On reconsideration, it has recently been decided to review the orders- 
of the Chief Engineer and the order of the Appellate authority and 
the Section officer has been asked on 25th February, 1958 to show 
cause why he should not be dismissed from service. His reply to 
this notice was received on 6th May, 1958 and is under consideration. 

2. Drawal of Cement 

In this case also, cement costing Rs. 26,875 was drawn on a forged 
indent. It came to light in April 1954 when a forged indent for 19 
tons of cement was presented to the Store-keeper. On examining the 
indent, the Store-keeper suspected the bona fides of the signatures of 
the Executive Engineer and the Assistant Engineer. On investigation, 
it actually transpired that this particular indent was a forged one. 
Suspicion arose that similar forged indents might have been received 
in the past and accordingly all indents received in the Stores Division 
were scrutinised and it disclosed that cement valued at Rs. 26,875 
had already been issued against 24 forged indents. 

10 officers were found to be responsible for non-observance of the 
instructions issued in January, 1953 regarding the verification of 
signatures of the indenting officers. Departmental enquiry was in- 
stituted against 7 officers and the remaining three were sent up for 
trial in a Court of Law but were acquitted by the Court. Disciplin- 
ary action was, however, initiated against all the officers and the up 
to date position about the punishments awarded to them is shown in 
the enclosed statement. 

Indents for the period from 1st October, 1952 to 18th December, 
1953, involving issue of materials worth Rs. 5J lacs have been verified 
except for amount of Rs. 2311/14/-, and no discrepancy has come to 
notice in respect of these indents. No further case of fraud in the 
Central Stores Division during the last year or this year has come to- 
notice. The punishments inflicted on the persons concerned and the 
preventive measures taken thereafter have thus proved effective. 

The 22nd May, 1958. 


K. S. KRISHNA SWAMI, 

Joint Secretary, 
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Statinmt shoioing the Officers involved in the Cement Praudl case and the penalty awarded to 

them 


jS7. No. Designation 


Penalty Awarded 


I. Assistant Engineer 


2. — Do— 


3. Section Officer 


4. — do— 

5. — do — 

Sub Divisional Clerk. 


7. W.C. Store Clerk. 


Asstt. Engineer. 


<9, Store Keeper. 


50 . Store Keeper. 


Reverted as Section Officer and permanently debarred 
from promotion as Assistant Engineer. On appeal, 
punishment was reduced to stoppage of one incre- 
ment without cumulative effect. 

Increment stopped for two years with cumulative effect. 
His appeal is under consideration by the W.H. & S. 
Ministry. 

Increment stopped for two years with cumulative effect 
and recovery of Rs.500 - for the loss caused to the Govt. 
On appeal, the punishment was modified to one of 
stoppage of increment for two years without cumulative 
effect. The period of suspension was also treated 
as c n duty, except that, for the period of suspension. 
The Officer would not get anything more than what he 
had received as subsistence allowance, etc. 

Increment stopped for two years without cumulative 
effect. He preferred an appeal w'hich was rejected. 

Gensured. 

Ills inclement was stopped for on^* year with cumulative 
effect under the orders of the Chief Engineer. The 
punishment awarded was. however, set aside and 
fresh enquiry by the appropriate authority has been 
ordered. 

Increment stopped for two years with cumulative effect 
and a token recovery of Rs. 200/- in 20 equal monthly 
instalments for the loss caused to the Govt. Due to 
some procedural irregularities, the punishment orders 
were quashed by the Govt, and de novo proceedings 
are to be started by the S.E. 

He was prosecuted in a court of law bur was acquitted 
by the court. He has been censured. His appeal is 
under consideration. 

He was prosecuted in a court of law but was acquitte 
by the court. His increment has been stopped for 
one year without cumulative effect. His appeal is 
under consideration. 

He was prosecuted in a court of law but was acquitted by 
the court. He has since been censured. His appeal is 
under consideration. 



APPENDIX LXIV 


Note from the MinUtry of Worhs^ Housing and Supply pursuant to action taken on para 36 
of the Fifteenth Report regarding improper payments to contractors 


Information asked for by the Answer 

P.A.C. 


^a) Did the contractors put in There is evidence on record to show' that several of the 
any claims in writing for the contractors put in their claims in writing in general 

payment of Rs. I8 lakhs ? terms. It cannot however, be stated if the claims 

were preferred within the prescribed time limit of 
seven days as no written orders were issued for 
additional, altered and substituted items of work. 
In this connection copies of the marginally noted 
documents are enclosed. 


I. Letter No. 13, dated 15-10-44 from S, Suchet 
Singh, contractor to the Executive Engineer, 
Construction Division No. I. 


(d) Whether any officer who 
has not gone to Pakistan 
was responsible tor any ot 
the lapses and the extent to 
which he was thus responsi- 
ble. 


(c) Has any action been taken 
against the officials who 
failed to prepare the 
estimates for technical 

sanction during these 

nine year*? 


2. Letter Nos. DZ/1936 dated 2-3-45 ^^^d NZD/980, 

dated 2-9-46 from M/s. Hind Construction Ltd. 
to the Executive Engineer, Construction Div. 
No. i/D. Division. 

3. Endorsement No. WI/529-I, dated 11-3-46 (with 

enclosures) from the S.E. 1st Circle to the Chief 
Engineer. 

L Copy of correspondence obtained from one of the 
contractors, namely Hind Construction Co. 

No other officer who has not gone to Pakistan wa^ 
responsible for any of the lapses. A study of the re- 
cord shows that the rates were worked out and finalised 
as per instructions given personally by the then 
C^hief Engineer who is now in Pakistan. The 
analysis of rates have been lost. No responsibility 
could be fixed, as no records are available to show 
if these were lost in the Central or Divisional office. 

'riic main responsibility for the preparation of the 
estimates w. s that of the then Ex. Engineer Shri 
A. H. Noon, who has since gone to Pakistan. 
The project was completed m June, 1946. The pre- 
paration of detailed estimates thereafter would not 
have served any useful purpose. With a view to 
completing the formalities, however, detailed esii- 
matc for the project was prepared in 1948. Since 
1948 this estimate remained under correspondence 
between the Chief Engineer’s Office, Planning Circle 
and the Executive Engineer ‘D* Division in connec- 
tion with the scrutiny and clarification of various 
points. The delay in the finalisation of these esti- 
mates which was a laborious task was partly due to 
rush of work and partly to the fact that officers who 
had personal knowledge of the case had by then left 
the scene. No action has been taken against any 
officials for this delay as it is not possible now to 
hold any individual responsible for it. 

K. S. KRISHNA SWAMY, 

Joint Secretary 


The 9th December, 1957. 
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CONTRACTOR 

No. 7670. 

Ref. No. 13. I 

5, Jantar Mantar Road, 
New Delhi, the 15 October, 1944. 

The Executive Engineer, 

1st Construction Division, 

(C.P.W.D.) New Delhi. 

Dear Sir, ' 

I have the honour to request you that during the actual execution 
of the work, I find that the quantities of certain items like masonry, 
reinforced cement concrete etc., are exceeding much more than those 
given in estimate. 

As the cost of labour and material has risen much more, and it 
has become difficult for me to do these items in my tendered rates. 

Therefore I request you to kindly pay me, for the extra quantities, 
at the market rate under clause 12A. 


Yours faithfully, 
Sd/ 


8, Royal Exchange Place, 

Calcutta. 

Branches: 

Delhi, Gwalior, Okara, Bhiwani, 

Pilani, Roorkee, Benaras, Jaipur, 

Nasik and Nagda. 

; Sabzi Mandi 

Dated, Delhi 2nd March, 1945. 

DZ/1936. 

The Executive Engineer, 

1st Construction Division, 

Central P.W.D., 

New Delhi. 

Dear Sir, 

As the market rates have gone abnormally high, therefore, we 
beg to bring to your kind notice that our rates for the additional and 
altered items and quantities will be based on the present market 
rates. 

Thanking you. 

Yours faithfully, 

Sd/ 

ZONE MANAGER. 
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HIND CONSTRUCTIONS LIMITED 

ENGINEERS AND CONTRACTORS. 

Head Office: 

8, Royal Exchange Place, 

Calcutta. 

Branches: 

Delhi, Gwalior, Okara, Bhiwani, 

Pilani, Roorkee, Benaras, Jaipur, 

Nasik and Nagda. 

Sabzi Manm 

I Delhi, 2nd September, 1946. 

Ref. No. NZD/980. | 

The Executive Engineer, i 

‘D’ Division, C.P.W.D. 

New Delhi. l 

Subject: — Claims under clause 12-A jor Additional quantities of 
agreement items at Lodi Road, New Delhi. 

Dear Sir, 

With reference to your letter No. 7550, dated 31st ultimo, we beg 
to bring to your kind notice that when we tender we roughly base 
our calculations on certain rates but we do not keep any record for 
such calculations and rates etc., therefore, it is not possible to give you 
the correct rate of material and labour etc., on which we based our 
tender for the above referred works. 

As regards enhanced rates, we have been bringing to your kind 
notice during execution of work from time to time and have also sub- 
mitted our analysis of rates accordingly vide our letters dated 23rd 
February, 1945, 5th March, 1945, 21st May, 1945 and 1st June, 1945, 
which may kindly be referred in this connection. 

As regards original vouchers, they have already been shown in 
March, 1945, when the rates for Additional, Altered and Substituted 
items were being framed. Now our record is in Head Office at 
Calcutta in connection with Income Tax etc., therefore it is not 
possible for us to show the vouchers again. 

We hope you will very kindly realise the gravity of the siutation 
and arrange to frame our rates for Additional quantities taking into 
consideration the increased rate for material and labour. It is need- 
less to mention that we are under very heavy losses as you are fully 
aware of the same and hope you will very kindly arrange to clear 
our account at an early date as the matter has already been suffi- 
ciently delayed. i 

Thanking you, 

Yours faithfully, 
Sd/- 

(Zone Managar), 
Hind Constructions 
Northern Zone. 
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CENTRAL PUBLIC WORKS, DEPARTMENT (iii) 


From, ! 

The Superintending Engineer, 

First Circle, 

New Delhi. 

To. 

Government Contractors, 

New Delhi. 

No. W.1.529-L, dated, New Delhi, the 11th March, 1946. Reference 
your letter No. 194/D, of 5th March, 1946. 

Your letter does not sum up our discussions correctly. I enclose 
herewith a copy of my notes for your information. 

I have made enquiries regarding extra rates for additional quanti- 
ties referred to in clause 12-A. This matter is under consideration of 
Chief Engineer and I am requesting him to expedite his decision. 

Regarding your claim No. 4, in view of what I explained at the 
last meeting I regret that I cannot revise my opinion. It was up to 
you to correctly anticipate the labour requirement of the following 
day on the basis of materials in hand the previous day and adjust the 
labour accordingly. 


Sd/- G. R. SETHI, 
Superintending Engineer, 
First Circle. 

No. W1.529-L. Dated, New Delhi, the llt/i March, 1946. 

Copy to Chief Engineer with a copy of contractor’s letter to which 
It is a reply. 

Copy of Executive Engineer, ‘D’ Division, New Delhi. 

Superintending Engineer, 
First Circle. 


340 



Dated 5th March, 1948. 

Ref. 194/ LD. 


The Superintending Engineer, 
1st Circle, 

Central, P.W.D., 

New Delhi. 


Dear Sir, 

We all the undersigned (Lodi Road Contractors) are very much 
thankful for your patient hearing on 28th February, 1946 in the pre- 
sence of Malik A. H. Noon, the Executive Engineer, and Mr. Chanan 
Ram, the S.D.O. regarding our claims for constructing clerks quarters 
at Lodi Road. The following points were put before you for your 
consideration: — 

(1) Our rates for Additions, Altered and Substituted works to 

be based on market rates according to Clause 12-A of 
our Agreement. 

(2) Weight of steel supplied by the Department to be charged 

according to the British Standard Specification. 

(3) Compensation for the smaller size of bricks supplied by the 

Department and more mortar used due to same. 

(4) Compensation for the labour sitting idle due to delay in the 

supply of bricks, cement, petrol coupons, etc. 

(5) No deductions to be made against repairs done Depart- 

mentally after our handing over the buildings duly com- 
pleted. 

You were good enough to consider the above mentioned points as 
under: — ! 

(1) You expressed your personal views regarding Clause 12-A 

that you do not find reasons how the Government can 
back out when it exists in our Agreement. You also 
informed us that the matter is already under the consi- 
deration of the Labour Department, and you will make 
necessary enquiries about the decision and will convey 
the same to us within a day or two. 

(2) As regards weight of steel supplied by the Department, we 

were informs that it has already been decided by Rai 
Bahadur Mathur that the same should be charged accord- 
ing to the British Standard Specification and his this 
decision has already been conveyed to the Executive 
Engineer. 
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(3) As regards smaller size of bricks and more mortar used, you 

were good enough to accept our this claim and asked the 
Executive Engineer to verify the same by calculating the 
number of bricks actually used from the measurements 
of the works. ' 

(4) Our this claim was rejected under the plea that a clause 

exists in our Agreement that no such compensation can 
be claimed by the Contractors due to delay for supply 
in material. We brought to your kind notice that had 
the information been given to us in time (a night earlier) 
we should not have engaged our labour in the morning; 
but what actually was happening is, that we were putting 
our labour on works in the morning and were being com- 
pelled to stop the work in the mid-day etc. due to short- 
age of material such as, bricks, cement, petrol coupons 
etc. In view of the above facts our this claim is also 
quite justified and hope will meet your approval if due 
consideration is made in light of the above facts. We 
do not think it will be out of place to mention, when 
our this is not being accepted simply because a clause 
exists in our Agreement which does not allow the De- 
partment to compensate us under the circumstances, we 
are really at a loss to understand how the payment to 
compensate us under the circumstances we are really at 
a loss to understand how the payment for additional, al- 
tered and substituted works are not being made to us 
according to Clause 12/A which also exists in the Agree- 
ment and is quite clear in its sense and it was speciall}' 
introduced to relieve the contractors due to War condi- 
tions. 

<5) As regards repairs done afterwards departmentally, we 
leave the matter entirely on your justice. 

We are. 

Yours faithfuli>. 

Lodi Road Contractors. 



COPY 

New Delhi^ the 24th Noi’^emher, 1944. 

To 

The Executive Engineer, 

Construction Division No. 1, 

C.RW.D., New Delhi. 

Dear Sir, 

We observe from the actual execution of the work that you have 
changed the design from the original one and this caused sufficiently 
large quantity of additional work. It is, therefore brought to your 
notice that any additional, altered, or substituted work over and above 
the stipulated quantity caused by the change in design or for any 
other reason may kindly be paid as revised and worked out on the 
basis of analysis providing market rates for material and labour. 

Thanking you, 

Yours faithfully, 

Copy forwarded to the Superintending Engineer, 1st Circle, 
C.P.W.D., New Delhi. 


COPY 

24th November, 1944. 

To 

The Executive Engineer, 

Construction Division No. 1, 

C.P.W.D., New Delhi. 

Dear Sir, 

We observe from the actual execution of the work that you have: 
changed the design from the original one and this caused sufficiently 
large quantity of additional work. It is, therefore, brought to your 
notice that any additional, altered, or substituted work over and above 
the stipulated quantity caused by the change in design or for any 
other reason may kindly be paid to us on the basis of market rate 
under clause 12- A. 

Thanking you, 

Yours faithfully, 

Copy forwarded to the Superintending Engineer, 1st Circle. 
C.P.W.D, Nev/ Delhi. 


4a8 L.S— 23 
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COPY 

CENTRAL PUBLIC WORKS DEPARTMENT 

From 

Malik A. H. Noon, Esq., 

Executive Engineer, 

Isl Construction Division. 

To 

M/s. Government Contractors 
No. 3527, Dated 11th April, 1945. 

Ref: Your letter dated 24th January, 1945. 

All the extra work done by you is being measured and record is 
being kept by the S.D.O. incharge. This will be treated in accordance 
with the terms of your agreement. 

Sd - EXECUTIVE ENGINEER. 


COPY 

DZ T936. 

2nci March. 1945. 

The Executive Engineer, 

1st Construction Division. 

Central P.W.D.. New Delhi 

Dear Sir, 

As the market rates have gone abnormally high, therefore, we 
beg to bring to your kind notice that our rates for the additional and 
altered items and quantities will be based on the present market 
rates. 

Thanking you. 

Yours faithfully, 

Sd/- 

Zone Manager. 


COPY 


DZ/632. 

The Executive Engineer, 

1st Construction Division, 
Central P.W.D., New Delhi. 


26th June, 1945. 


Subject: — Altered, Additional or Substituted Works 
Dear Sir. 

With reference to your letter No. 6713, dated 31st May, 1945, we 
had been to the S.D.O./4 to see the rates prepared by him as men- 
tioned in your letter under reference but we find that his rale list 
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is still incomplete, therefore, to facilitate the matter we are submitt- 
ing herewith our analysis of the rates for our altered, additional and 
substituted works done in ‘A’ Class quarters and Chummery Blocks 
on Lodi Road. 

It is understood that the percentage tendered by us above rates 
entered in the Agreement is payable to us in addition to these rates. 

We hope you will very kindly forward them to the Superintend- 
ing Engineer for favour of sanction. 

Analysis of rates for the remaining altered, additional or sub- 
stituted works will follow. 

Thanking you. 

Yours faithrany, 
Sd/- '.... 

Enel. 


COPY 

CENTRAL PUBLIC WORKS DEPARTMENT 

From 

Malik A. H. Noon, Esq., 

. Executive Engineer, 

1st Construction Division 

No. 6713. 

Dated New Delhi 31st May, 1945. 


Dear Sir, 


Subject;— C oiisl ruction of Clerks Quarters at Lodi Road, 
Neic Delhi. 


With reference to your No. DZ/1936, dated 2nd March, 1945 I 
am to initirm you that all the edditional items have been prepared 
according to vour agreements which mav be seen from my S.D.O. 
4/C. 

Yours faithfully, 

Sd/- 

EXECUTIVE ENGINEER. 


COPY 

Ref. No. DZ/975. 

9th August, 1945. 

The Superintending Engineei, 

First Circle, C.P.W.D. 

New Delhi 

Dear Sir, 

Our bills are held up since very long simply for the decision of 
rates for additional, altered and substituted works for which we have 
requested you from time to time. 
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According to agreement clause No. 12-A you are the final authority 
to settle the rates for such items, therefore, will you kindly expedite 
your decision and oblige. 

Thanking you. 

Yours faithfully^ 
For Hind Constructions Limited, 

Sd/- 

Zone Manager, 

COPY 

Ref. No. DZ/1072. 

22)1 d August, 1945. 

The Executive Engineer, 

1st Construction Division, 

Central Public Works Department, 

New Delhi. 

Dear Sir, 

We are feeling very much handicapped in absence of payment. 
Will you very kindly arrange to expedite payment against our 
running bills and oblige. 

The decision for the rate of additional altered, and substituted 
items also may kindly be made at an early date as our sufficient funds 
have been blocked in the absence of decision. 

Thanking you in anticipation. 

Yours faithfully. 
Sd/- 

Manager. 


COPY 

CENTRAL PUBLIC WORKS DEPARTMENT 


From 

Malik A. H. Noon, Esq., 
Executive Engineer, 

‘D’ Division, 

New Delhi. 


No. M. 7445 


Dated, New Delhi, the 2Ath August, 1946 
S.D.O. 4/D Mr. is preparing extra items under 

Clause 12-A. In thus connection it is necessary to find out the exact 
increase in rates of Material used in items concerned. Will you 

please intimate any increase in rates of materials to Mr. , 

within four d«ys from the date of receipt of this letter otherwise in 
this respect from your side will be taken as Nil. The figures should 
be supported by vouchers and receipts. 

Please treat this as urgent. 

Sd/- 


EXECUTIVE ENGINEER, 
■D’ Division, New Delhi. 



. APPENDIX LXV 

No. EI-2(93) 

New Delhi, the iZth December, 1956. 

Hote from the Ministry of Works, Housing & Supply pursuant to 
action taken on para 61 of the Sixteenth Report regarding 
administrative audit system in the multi-purpose river valley 
projects and Ministries. 

With reference to para 61 of the sixteenth report of the Public 
Accounts Committee and further to this Ministry’s O.M. of even 
numb'M- dated the 15th May, 1956, the undersigned is directed to 
state that the question of setting up of the C.T.E’s Organisation was 
further discussed with the A.G.C.R. Deputy Comptroller and 
Auditor General, Director of Audit (Defence Services), Controller 
General of Defence Accounts and officers of the Ministry of Finance 
and it ha.s been decided to establish immediately the C.T.E’s ‘Cell’ 
comprising of one C.T.E. of the grade of Superintending Engineer 
and two T.E’s of the grade of Executive Engineers with the atten- 
dant staff as it would be difficult just at present to find the full- 
fledged complement of the technical personnel of the required 
calibre to maintain the full-fledged C.T.E’s Organisation on the 
lines similar to to the one existing in the M.E.S. On gaining ex- 
perience with the ‘Cell’, say after a period of six months or so, the 
question of expansion of the Cell into a full-fledged C.T.E’s Organisa- 
tion will be considered. 

2. It is requested that the position stated may kindly be brought 
to the notice of the Public Accounts Committee for their informa- 
tion. 


K. S. KRISHNA SWAMI, 
Joint Secretary. 



APPENDIX LXVI 


Note from the Ministry of Irrigation & Power pursuant to action 
taken on para 94 of the Sixteenth Report regarding Stock 
verification of stores. 

Stores Accounting at Hirakud. 

The circumstances prevailing in the initial stages of the Project 
which were responsible for the unsatisfactory store accounts have 
already been fully explained in this Ministry’s Office Memorandum 
No. DW.III.12(83) dated the 26th December. 1953, It will also be 
recalled that it was in order to place the store accounts on a proper 
basis that the Comptroller & Auditor General visited the Project in 
July, 3953 and, as a result of his on-the-spot study, he made certain 
recommendations. Based on these recommendations orders for the 
adjustment of the accounts were issued in this Ministry’s letter No. 
DW.III.2 (22) /55 dated the I6th June, 1955. These orders stipulated 
as follows: — 

(i) the adoption of the bin-card balances as the opening 

balances in the ledgers on 1st November, 1952. without 
verifying that the actual balance on 1.11.52 was the 
correct balance; 

(ii) the adjustment in the accounts of the Project of the 

difference between the value of the opening balances 
of the ledgers on 1st November, i952 and the stores 
balance appearing in the Central accounts as on 1st 
November, 1952. (The latter will be the same as the 
total value of the reconstructed Register of Stock as on 
1.11.52); and 

(iii) adjustment from time to time in the ledgers and accounts 

the differences in quantities and values resulting from 
stock verification, 

2. According to the recommendations of the Committee past 
accounts should have been re-constructed to verify that all the 
balances that ought to be there were actually there on the date 
of physical verification. In this connection it may be mentioned 
that the bin-card system had been introduced at the Project in 
April, 1951. Before that, accounts were being maintained on the 
basis of the Public Works Department Forms Nos: 8, 9 and 10, 

Ordinarily these forms should have given sufficient information 
for the purpose of stock accounts. Unfortunately, however, as 
has already been explained to the Committee, huge stocks of stores 
were received from the Disposals. Some items were purchased by 
quantities while many others were purchased by mere weight. Also 
supporting documents e.g. invoices etc., were not received on many 
occasions by the Project alongwith the stores. Moreover, the 
stores could not be verified and accounted for as soon as they were 
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received and as such the packages received remained unopened and 
unaccounted for for more than a year. The result, therefore, was that 
information regarding the various items and their quantities was 
not accurately known. In spite of this an attempt has already been 
made by the Financial Adviser & Chief Accounts Officer Hirakud 
to reconstruct the Central stock accounts on the basis of all the 
vouchers and other information which is available and a recons- 
tructed register of stocks has been prepared as stipulated in this 
Ministry’s letter of 16th June, 1955 mentioned above. It is, how- 
ever, not possible to be definite that the quantities shown in the 
reconstructed register of stocks were absolutely correct. 

3. According to the Central accounts, stores worth Rs. 5,19,43,192|- 
should have been available in the stocks of the Project on the 1st 
November, 1952. As already stated, it cannot be definitely said that 
the quantities shown in the re-constructed register of stocks were 
absolutely correct. Naturally, therefore, there are differences 
between quantities shown in the reconstructed register of stocks 
and the quantities shown in the bin-cards as adopted on the 1st 
November, 1952. It has been found that the balances in the bin- 
cards in some cases exceed the quantities in the register of stocks 
by Rs. 1,44,17,729/13/10 while in other cases the balances in the 
bin-cards show shortages over the quantities in the register of 
stocks amounting to Rs. 17,59,149/10/2. 

4. On the face of it, it would appear that the Project had more 
stores than it had actually purchased. In reality, however, this 
could not be so. The main reasons which would account for these 
excesses and shortages are given below: — 

(a) The Disposal stores were received in lots either by weight 

or in numbers. The supporting documents were not 
received alongwith the stores in all cases. The verifica- 
tion and the accounting of the stores, so received, was 
carried out after a long time. Although the Central 
stock accounts have been re-constructed, they still can- 
not possibly be regarded as complete in so far as the 
information regarding the quantities is concerned. This 
means that although on the basis of the available in- 
formation, certain quantities for a particular item were 
adopted, in actual practice when the stores were 
physically counted on the 1st November, 1952, the 
quantities revealed were much more than originally 
adopted. Since the price per item was allowed to re- 
main as originally adopted, the result was that the total 
value of the stores went up considerably. 

(b) The Disposal stores were received on a wholesale basis 

and the prices paid for them had no relation to the mar- 
ket value. After the stores had been received by the 
Project, they were evaluated not on the basis of what 
had been paid for them but on the basis of market prices 
supposed to be prevailing at that time and in some 
cases, even on «n ad hoc basis. As a result, the value 
of stores came to be much more than what was actually 
paid for them. 
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(c) In some cases there have been mis-classificatioii of stores. 
Some stores accounted for under one nomenclature in 
the Central stock accounts were taken under a different 
nomenclature in the bincards. This could, to some ex- 
tent, account for not only the excesses but also the short- 
ages. These excesses and shortages could also account to 
some extent for the excesses and the shortages in value 
because different articles would be priced differently 
under different nomenclatures. 

5. It will be seen that the shortages are very small as compared 
to the excesses. These excesses and shortages should be regarded 
as mainly due to errors in accounting and it is very difficult to say 
whether there have been any real losses. Also in view of the cir- 
cumstances which were prevailing at the time and which have al- 
ready been fully explained to the Committee, it is not possible at 
this stage to hold anyone responsible in this matter. 

6. The Accountant General, Orissa, has advised as follows: — 

The shortages due to errors in accounting can be set off 
against excesses in items of the same specifications and 
descriptions after proper investigations, but the amounts 
covering other shortag€^s can be cleared from the ^‘Mis- 
cellaneous Public Works Advances'’ either by recoveries 
of the amounts from the persons responsible for the 
shortages in cases where responsibility can be fixed or 
by writing off the amounts under orders of the compe- 
tent authority in cases where no such responsibility can 
be fixed.' 

As already stated, it is not possible to hold any one person res- 
ponsible in the matter at this stage and the Government, therefore, 
propose formally to write off these shortages. 

T. SIVASANKAR, 

Secretary, 



APPENDIX LXVII 


No. F.10(43)-B/56 
New Delhi, the 4th April, 1957. 

Note jrom the Ministry of Finance (Department of Economic Affairs) 
pursuant to action taken on para 265 of the Twenty-third Report 
regarding Transfer of the work relating to pensions in respect of 
British personnel to U.K. 

At their sitting held on the 17th December, 1956, the Public 
Accounts Committee desired to be furnished with the following 
further information: — 

(i) What were the considerations that really weighed with 

the Government for adopting one per cent, rate of 
interest for computing the capitalised value of the pen- 
sions? 

(ii) If there was a definite understanding between the two 

Governments on the calculation of the capitalised value 
on a basis other than the normal basis w'hy was it not 
mentioned in the agreement itself? 

2. This question has to be considered against the background of 
the settlement reached with the U.K. Government in 1948. under 
which, in return for two capital sums, the Government of India 
were to receive tapering annuities to cover Sterling Pension pay- 
ments of the Ccrdral and State Governments in India, over a period 
of 60 years ending 2007-2008, the capital sums having been arrived 
at 0 )i the basis of a rate of interest of l^r per annum. The determina- 
tion of the capital sums involves two processes: first the determina- 
tion of the probable sums payable each year on account of the pen- 
sions on a diminishing scale until the pensions cease altogether; the 
-second the determination of the present value of these future pay- 
ments. The first process does not involve the application of any 
rate of interest. It is merely an estimate of the payments likely 
to be made each year. The second involves the application of a 
rate of interest which in 1948 was assumed to be 1 per cent. This 
rate itself, it may be mentioned, was somewhat higher than the rate 
earned by the Sterling balances as a whole at the time or the rate 
that could be earned on those balances under the Sterling Balances 
Agreement of 1948. 

In the 1948 settlement the first calculation was done not on the 
actuarial basis but on the basis of a rough estimate of payments 
diminishing ultimately to zero over a period of 60 years and the 
present value of these future payments was then computed assum- 
ing an interest rate of 1 per cent. Now we are merely revising the 
{first estimate of future payments by an actuarial calculation made 
with reference to all the individual pensions iq payment and likely 


351 



352 


to be made in respect of a few officers continuing in service and also 
the allowances existing and prospective, to wives, children, widows 
and orphans. 

We are not re-opening the basis of the second process which 
involves the application of a rate of interest. It is for this reason 
that there was no need to mention any rate of interest to be assum- 
^ in calculating the present value of the pensions. In fact, the final 
transfer of pensionary liability did not, in the view of the U.K. 
Government necessitate any substantial modification of the 1948 
^reement but only an ad hoc adjustment within its framework. 
Tmey only contemplated that the annual further payments to the 
pensioners should be calculated on an actuarial basis and that each 
year the Government of India should pay to the United Kingdom 
Government or !)e paid the difference between the amounts thus 
worked out and the sums payable to the Government of India by 
the United Kingdom Government under the 1948 agreement. In 
other words, the United Kingdom suggestion did not envisage any 
further capitalisation at this stage. If their proposal had been 
accepted, financially, the Government of India would have stood in 
exactly the same position as they now stand, the transactions still 
remaining spread over the long period ending in 2007 A.D. Against 
this background the Government of India felt that it would be an 
advantage if the transaction could be closed at an earlier stage and 
the capital sum recalculated on the same pattern as in 1948 but sub- 
stituting for the estimated further payments the sums actuarially 
worked out. This had also the further advantage that sums receiv- 
able under the U.K. proposal annually over a long period would be 
received by the Government of India in a much shorter period, sub- 
sequently settled at ten years. The settlement between U.K. and 
this country whose implementation would have dragged on over the 
next 50 years would now be completed in the next seven years. 
The Government of India pressed for a higher rate of interest but 
the U.K. Government contended that the present settlement was 
only a telescoping of the 1948 arrangements and any question of a 
change in the basis of the agreement could not arise. The only 
practicable alternative was to leave the original arrangements 
undisturbed. But the Government of India accepted the new 
arrangement maintaining the rate of interest at 1% as it was tidier 
and was also financially advantageous. 

3. So far as the refund of the excess amount due to India is con- 
cerned, on the revised basis the sum became immediately payable. 
But, as the U.K. Government wished to pay it in a limited number 
of instalments, the question of the interest to be paid by them arose 
and it was ai^eed that this should be one per cent. This arrange- 
ment had to be mentioned in the revised agreement because, although 
it was a connected transaction, the arrangement for paying the sum 
due to India in instalments could be treated as a new and separate 
factor. 

4. This memorandum has been seen and concurred in by the 
Comptroller & Auditor General of India. 


SHIV NAUBH SINGH, 
for Joint Secretary.".. 



APPENDIX LXVIII 


Note jVon?. the Comptroller & Auditor General oj India rega7'ding> 
procedure for regularising expenditure from the Consolidated 
Fund incurred without the authority of Parliament or the State 
Legislature as the case may he. 

A case was reported by the Government of Uttar Pradesh in 
which a sum of about Rs. 10,000 was spent out of the Consolidated 
Fund of the State by the Head of a Department in connection with, 
a certain Exhibition. The State Government agreed that the ex- 
penditure was on a ‘New Service* not contemplated in the budget. 
As no supplementary grant was taken during the year in which the 
expenditure was incurred, the State Government sought the advice 
of the Government of India as to the procedure that should be adopt- 
ed to regularise the expenditure. The view taken by the Union 
Ministry of Finance and the Ministry of Law is that the Constitu- 
tion of India does not require any action to be taken to regularise 
the expenditure beyond bringing it to the notice of the Legislature 
through the Public Accounts Committee. A copy of the opinion 
expressed by the Ministry of Law is enclosed herewith. This con- 
clusion has been reached by the Ministry even after it was pointed 
out to them that in view of the provisions of Article 266(3) of the 
Constitution which says that: — 

“No moneys out of the Consolidated Fund of India or the 
Consolidated Fund of a State shall be appropriated ex- 
cept in accordance with law and for the purposes and 
in the manner provided in this Constitution.” 

the obvious action required to regularise an Appropriation made 
out of the Consolidated Fund without the authority of law was to 
promote the appropriate legislation so as to provide the necessary 
authority. 

It seems to the Comptroller & Auditor General that: 

(1) where money has actually been spent from the Consolidated 
Fund on a “New Service*’ without the authority of law, the expendi- 
ture must be deemed to have been automatically disallowed; 

(2) the effect of disallowing the expenditure is, in the words of 
the U.K. Treasury Minute of 18th January, 1921, reproduced on 
pages 606 and 607 of the Epitome of the Reports from the Commit- 
tees of Public Accounts 1857 to 1937, “that the Accounting Officer 
of the Vote has an item in his expenditure for which he can obtain 
no discharge and that he is in consequence out of cash to the extent; 
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'of the charge disallowed. This shortage can be made good either 
by the recovery of the amounts expended or by a Vote of Parlia- 
ment authorising the expenditure and so enabling the Accounting 
Officer to obtain a discharge for it.” 

As a very important question of principle in relation to parlia- 
mentary control over expenditure is involved, the case is submitted 
•to the Public Accounts Committee for their consideration. 

P. C. PADHI, 

21-12-57 Additional Deputy Comptroller 

and Auditor General (Report). 



Notes in the Ministry of Law 
Adv, (F) Section 

It appears from the letter of the U.P. Government of July, 1956 
that an expenditure of Rs. 10,000/- incurred by that Government in 
connection with an exhibition was not covered by any provision in 
the budget of that year (the year is not mentioned) and was not 
covered by the relevant Appropriation Act of the State Legislature. 
It is, however, stated that the expenditure was booked in the 
accounts of that year under the Consolidated Fund Section. It is* 
further stated that the expenditure was on a new service and pre- 
sumably we have to proceed on that basis. Since the expenditure 
was not authorised by the appropriate law it is prirna facie irregular 
having regard to articles 204(3) and 266(3) of the Constitution and 
the question raised is how it should be regularised. 

2. The law officers of the U.P. Government have suggested that 
the expenditure can be regularised by sanctioning an ex post facto 
advance from the State Contingency Fund. U.P. Government and 
the Ministry of Finance have pointed out the difficulties in adopt- 
ing this course. The terms of clause (2) of article 267 indicate that 
the State Contingency Fund cannot be utilised in such cases. More- 
over, the concluding portion of that clause contemplates the ulti- 
mate authorisation of the expenditure by law under article 205 or 
206. If, then, the law under one of these articles is necessary there 
is no point in having recourse to the Contingency Fund for regu- 
larising expenditure already incurred. This may as well be done 
straightaway by law under one of those articles if that is constitu- 
tionally possible. It would appear from what is stated hereafter 
that this is not possible. 

3. The other suggestion in paragraph 3 of the letter of the U.P. 
Government that the expenditure may be deemed to have been 
met from the Public Account of the State is also not practicable 
for the reasons stated by the Ministry of Finance. The expenditure 
does not appear to be properly debitable to the Public Account 
[see articles 266(2) and 284]. 

4. The only other point which requires consideration and which 
has been considered both by U.P. Government and in the foregoing 
notes on this file is whether action can be taken under sub-clause 
(b) of article 205(1) of the Constitution. If it was a question 
merely of an excess, action could certainly have been taken under 
that provision, but this is a case of exi>enditure incurred on a new 
service in a year, accounts of which have already been closed. Sub- 
clause (b) applies if any money has been spent on any service 
during a financial year in excess of the amount granted for that 
service and for that year. The words being “amount granted for 
that service and for that year’ , the sub-clause cannot be construed 
as including a case where morey has been spent on a new service 
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on the ground that amount granted for such service in the -previous 
Estimates should be deemed to be nil. “Amount granted” cannot 
Include amount not granted which will be the practical effect of 
saying that the amount granted is nil. 

5. The same result follows on a comparison of the wording of 
sub-clauses (a) and (b) of article 205(1). Sub-clause (a) provides 
for two cases, viz., 

(1) if the amount authorised by law under article 204 for a 

particular service for the current financial year is 
found to be insufficient for the purposes of that year; 
and 

(2) when need has arisen during the current financial year 

for supplementary or additional expenditure upon some 
new service not contemplated in the annual financial 
statement for that year. 

Sub-clause (a) applies to the needs of the “current financial 
year” but the two cases mentioned in the sub-clause and particular- 
ly the distinction drawn between service already provided for and 
new service show that the one does not include the other. The 
language of sub-clause (b) resembles that of case (1) above and 
since that case does not include a case of new service, sub-clause 
(bl must be construed by analogy as not including a case where 
money has been spent on a new service. With due respect to the 
opinion of the Comptroller and Auditor General, therefore, it 
app>ears to me that recourse cannot be had to article 205(1) (b) in 
this case when money has been spent in a previous year on a new 
service. 

6. The concluding sentence of the note from the Comptroller 
and Auditor General dated the 17th January, 1957, refers to U.K. 
law and practice and dictum of the Public Accounts Committee in 
that country. I have not been able to trace these, but we are in 
this country governed by the specific provisions of the Constitution. 
On the language of article 205(1) (b) I find it difficult to accept the 
view expressed by the Comptroller and Auditor General. The 
case seems to me to be one which is not provided for by the Consti- 
tution and in these circumstances it will probably be necessary to 
leave the matter eventually to the Public Accounts Committee of 
the State Legislature for such action as it considers proper. 


I agree with J.S. 


Sd./- K. Y. BHANDARKAR, 
Joint Secretary. 
26-2-57. 

Sd./- K. V. K. SUNDARAM, 
Secretary. 
1-3-57. 



APPENDIX LXIX 

Note fTom the Ministry of Rehabilitation pursuant to action taken 
on para 117 of the 'Sixteenth Report regarding Officers employ- 
ed in the various camps against whom disciplinary action was 
taken for frauds, embezzlements etc. 

New Delhi, the 28th June, 1957. 

The Public Accounts Committee desired that the Ministry of 
Rehabilitation should intimate the total loss to Government on 
account of frauds, etc., in the 41 cases already reported to the 
Committee. 

2. Accordingly, the position in respect of each of these 41 cases 
has been reviewed, in consultation with the State Governments 
concerned and a statement showing the amount of loss in each case 
■and the recovery effected, if any, is enclosed. 

3. It would be observed that of the 41 cases, no pecimiary loss 
was caused to Government in two cases (SI. No. 6 and 17 of the 
statement) . In two more cases (SI. No. 28 and 34 Ibid) the State 
Governments concerned have expressed their inability to assess the 
loss. The total loss involved in the remaining 37 cases works out 
to Rs. 92,834/2/3, as against which recoveries to the extent of 
Rs. 6,209/3/9 were made from the officers concerned, leaving a 
balance of Rs. 86,624/14/6. All efforts to make further recoveries 
have proved fruitless and the prospects of such recoveries seem 
remote, for the reasons already indicated against each item in the 
Statement referred to by the Committee in para 117 of their 
Sixteenth Report. 

4. This note has been vetted by the Chief Audit Officer, Food, 
Rehabilitation & Supply, New Delhi. 

DHARMA VIRA, 
Secretary. 
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Staiement shmving the break up of the losses in 41 cases reported to the Public Accounts 


Committee 





Serial No. ol" the statement (.Appendix 
XXIX referred to in para 117 of the 

Loss involved 

Recoverv 

Remarks 

SI. 

Sixteenth Report of the Public 


made, if am 

No. 

Accounts Committee) 




I 

2 

3 

4 

5 



R>. 

Fs. 


I. 

1 .... 

490 0 0 

Nil. 


2, 

2 ... 

0 

0 

0 

Nil. 


3 - 

3 • 

2,897 12 0 

Nil. 


4 * 

4 • 

2,000 0 0 
ijistimated; 

Nil. 


5. 

5 .... 

2 , 2 (X> 0 0 

Nil. 


h 

6 ... 

Nil. 

Nil. 


7. 

.... 

S82 12 0 

5>S2 J2 

0 


IS ... 

76S 1 1 0 

354 

c 

9 - 

9 .... 

2,516 t 0 

Nil. 


10. 

10 . . . 

472 1 3 0 

103 4 

0 

11. 

II ... 

3,830 8 0 

Nil. 


12. 

12 

2,17.*^ 12 9 

Nil. 


13 - 

13 

387 0 0 

I s i S 


14 - 

14 

2,2 1': 5 0 

Nil. 


^ 5 - 

15—16 

75 0 0 

Nil. 


16. 

17 .... 

6,839 15 0 

Nil. 


17. 

iS .... 

Nil. 

Nil. 


iS. 

J 9 .... 

■1499 13 

Nil. 


19. 

20 . • 

2,190 0 0 

Nil. 


20. 

21 . . . 

2170 

Nil. 


21. 

22 . . 

900 0 0 

400 0 

0 

22. 

23 .... 

470 8 0 

122 3 

0 

23, 

24 .... 

1,787 6 0 

i> 7«7 

0 

24. 

25 .... 

200 0 0 

Nil. 


25 - 

26 .... 

9,366 5 0 

oc 

Sj 

0 

0 

26. 

27 .... 

7 » 4 M L 5 0 
(Fistimated) 

Nil. 


27. 

28 .... 

15,625 0 0 

Nil. 
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I 


2 

3 


4 5 




Rs. 


Rs. 


29 


* 


*Loss cannot be 






assessed. 

29. 

30 


193 8 

0 

Nil. 

30. 

31 


1,032 0 

0 

1,032 0 0 

31* 

32 


142 5 

3 

142 5 3 


33 


. . 1 ,000 0 

0 

Nil. 

33 - 

34 


1, 860 4 

0 

Nil. 

34 - 

35 


* 


*Loss cannot be 






assessed. 

35 - 

36 


626 0 

0 

626 0 0 

36. 

37 


8,280 0 

0 

Nil. 

37 * 

38 


465 4 

9 

Nil. 

38 . 

39 


200 0 

0 

200 0 0 

39 

40 


3 i 239 6 

0 

Nil. 

40. 

41 


5,507 4 

0 

525 5 0 



Itn Ai 

92,834 2 

3 6,209 3 9 


488 L.S~24 
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Note from the Ministry of External Affairs pursuant to action taken 
on para 57 of the Fifteenth Report regarding Outstanding' 
Recoveries, 


( I ) The keeping of any transaction in i. 
Suspense Account for practically one 
decade, as has been done in this case 
relating to the supply of agricultural 
implements to the Aighanistan 
Government, seems to be highly 
irregular. The committee would like 
to know the progress made in the 
settlement of this long outstanding 
item. 

[ii) A special scrutiny of the transactions 
under “Suspense” may be conduc- 
ted by Government with a view to 
seeing that no such items are lying 
uncleared for such long periods. 


As regards the suggestion by the Publi^' 
Accounts Committee that special scrutin^' 
oi transactions under ‘Suspense’ may b^‘ 
conducted by Govcinment with a view tt> 
seeing that no such items are lying un“ 
cleared for such long periods, Article 109 
of the Audit Code prescribes a procedure 
for such scrutiny by the Audit and Accounts 
authorities with a view to seeing that un- 
adjusted balances under these heads continue 
to represent bona fide assets or liabilities 
of Government capable of being realised 
or settled, as the case may be, and that 
satisfactory action towards such realisation 
or settlement is being taken by officers re- 
sponsible therefor. The Audit and Accounts 
Department has also to review at short 
intervals all balances under Suspense heads 
to ensure that no such item remains un- 
adjusted longer than is absv>]utcly necessary 
to bring about its clearance in the ordinary 
course with due regard to rules applicable 
to each case. 

2. As regards the progress made in the settle- 
ment of the particular item referred to by 
the Committee, the position has been ex- 
amined further. 


3. Accounts to adjust recoveries might hw been, 

due to the failure of the Comptroller, 
N.W.F.P., to pass on the credits to him. The 
position cannot, however, be ascerti ined now 
as the records of the Comptroller are not 
available with us and the Biiti^h Legation, 
Kabul is not under our control any more. The 
Government of India have, therefore, no 
means of tracing the requisite papers either 
from the Legation or from the Comptroller, 
N.W.F.P, 

4. In view of the difficulties stated above, the 

matter was discussed wiih the Comptroller 
and Auditor General end ihe Ministry of 
Finance, and it was decided that having re- 
gard to the ^age* of the tn nsincticns tnd the 
incomplete records now available, the appro- 
priate course would be to clear the outstand- 
ings in the Suspense Account by debit to the 
head ‘^64-C-Pre-Paitition pa>mtnts”. 

5. Subsequent to the consideration of this case by 

the Public Accounts Committee, the Chief 
Audit Officer, Food, Rehabilitation and Sup- 
ply had intimated to the Ministiy of Extrnal 
Affairs that the actual t mount lying under 
suspense was Rs. 3,91,862-4-1** Necesstry 
instructions have bet n issued to the Chief 
Pay and Accounts Officer, Ministry of Works,. 
Housing and Supply to adjust this amount in 
accordance with the decision referred to in* 
the preceding paragraph. 
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Note from the Ministry of External Affairs pursuant to action taken 
on paras 59 oncZ 5*0 of the Fifteenth Report regarding ovei^ 
drawal of Exchange Compensation Allowance. 


I a) The C'ommitrcc take a serious view of 
Officers producing false certificates for 
the drawal of Kxcliangc Compensation 
Allowance. Adequate action should 
be taken against the officiais who had 
indulged in illegal currency operations 
while drawing Hxchange Compensa- 
tion Allowance in the Missions abro d. 


(fr) As one of the measures to prevent the 
recurrence of ceases of irregular cur- 
rency operations i n future the Com- 


(d) F.xcluding the Head of tlie Mission whose 
case had already been dealt with earlier 
the cases of lo more officials who served 
in the Mission were investigated. No formal 
proceedings were drawn up against five 
officials, as their explanations were found 
to be satisfactory but they are being formally 
warned. In regard to the remaining five 
officials the action taken is as indicated 
below : — 

(i) One officer w'as directed to refund a 
sum of Rs. 3,200 representing the 
difference between the open market rare 
and official rate of exchange in respect 
of certain claims which should have been 
drawn in local currency instead of in 
Indian currency. Governments dis- 
pleasure has also been communicated 
to him. 

''2) The disapproval of the action of the 
second tifficer for the abuse of the con- 
cession of H.C.A. was communicate J to 
him. The excess ami uni overdrawn on 
this account w^as also refunded by h’m. 
In respect of claims arising out of ex- 
penditure incurred on tears which were 
drawn in Indian currency instead of in 
local currency, a sumofRs. 7-0 representing 
the difference between the open marker 
rate and official rate was rt funded 
by the officer^, who has since retired 
from service. 

(Ti) A warning was administered to the 
third officer who wiluntarily surrendered 
a sum of Rs. 1,500 to Ciovernment as 
undue benefu derived by him. 

In the case ot the fi urlh officer, the 
chaigc oi availing of the hcnelits of 
tavourablo open market rates of ix-* 
C^huigew .s not established. 

ts"* 'I'lio fifth officer has been directed 
to refund a sum of Rs. t,ODO representing 
undue profit whicli accrued to him on 
claims drawn in Indian currency instead 
of ill the local currcn:y. After the 
payment is made, displeasure of Govern- 
ment will be formally conveyed to him. 

(/>) The proposal regarding the fixation ot 
foreign allowances in foreign cunencivS 
involves practical difficulties which have a 
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mittce would suggest that the Foreign 
Allowance of Officers serving abroad 
should be fixed in the currency of the 
countries in which they arc serving 
and Exchange Compensation Allow- 
ance abolished. 


bearing on the existing budgetary arrange- 
ments. Since foreign currencies are liable 
to fluctuations, the rupee value of the foreign 
allowances, if fixed in local currencies, 
would become liable to unforeseen varia- 
tions. thus rendering budgetary and financial 
control difficult. The J’orcign Service 
Inspectors arc at present engaged on 
111 the work of revision of foreign allowances 
on a more rational and realistic basis with 
a view to relate them to the cost of living 
in foreign countries. This has been done 
in the case of a large number of mission 
yet some work still remains to be completed. 
The system of E.C.A. has already been 
abolished in the case of missions where 
foreign allowances have been revised and 
similar action is proposed to be taken in 
respect of the remaining few missionis. 


E. N. CliAKRAVARTy, 
Special Secretary. 



APPENDIX LXXn 


Note from the Ministry of External Affairs pursuant to action taken 
on paras 36 and 37 of the Twenty-third Report regarding infruc- 
taous expenditure on lease of building. i 

Para. 36. — The observations of the Committee have been noted. 
They have also been brouf^ht to the notice of the High Commission 
of India. As regards the Committee’s query whether the Financial 
Advisor attached to the High Commission of India was consulted in 
the matter, it has since been ascertained from the High Commission 
that the Financial Adviser was not consulted. 

Para. 37. — Selection of an officer as Charge d’ Affairs/First Sec- 
retary for the Indian Embassy in the country has already been made 
and approved by Government. The officer is expected to join «arly 
in December, 1957, when the Embassy will start functioning. The 
q^iestion of surrendering the building by compromising with the 
lessor, therefore, does not arise now. 


The lOth November, 1957. 


R. K. TANDON, 

Joint Secretary 
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No. 10 (5) /56-BP 

New Delhi-2, the 10th September, 1957. 

Note jr<^ the Ministry of Information and Broadcasting pursuant to 
action takeyi on para 46 of the Seventh Report regarding pariment 
to P.T.I. and Reuters. 

The undersigned is directed to refer to the correspondence resting 
with this Ministry’s Office Memorandum No. 6/4/55-B&G, dated the 
4th January, 1956, and to say that the question of payment to News 
Agencies on the basis of vvordage supplied or used has been thoroughly 
examined. Enquiries made in this connection reveal that no News 
Agency of importance is being paid on this basis for the service 
rendered by it. Subscriptions to News Agencies are fixed mostly 
on the basis of a lump-sum payment, either monthly or annually. In 
the circumstances, it is not considered advisable to adopt the criterion 
of wordage supplied or used as the basis for fixing payments to 
News Agencies by All India Radio. 

2. No News Agency was being paid by AIR on the basis of the 
numoer of licences, except the Press Trust of India, who were being 
j.)aid upto the 31st March, 1956, on a slab system based on the number 
of licences. The Press Commission who went into the question of 
payments to News Agencies at length, made a comparison of thf 
payment msde by the BBC to the Reuters on the basis of a propor- 
tion between newspaper copies and receiver sets and recommended 
that, having regard to the revenue they expected from newspapers 
and other considerations, a flat rate of As. 10 per receiver set should 
be given to the Press Trust of India plus the amount fixed, ad hoc, for 
externel services. The Press Commission also drew attention to the 
need for providing some relief to the smaller newspapers in the 
matter of the charges which they had to pay to the Press Trust of 
India for the services provided by the latter. Negotiations were 
thereupon conducted with the Press Trust of India in the light of 
the Press Commission’s observation, and as a result, it has been 
decided to pay Press Trust of India a sum of Rs. 6,50,000 per annum 
for the year 1955-56, 1956-57 and 1957-58. For the year 1955-56, the 
payment was reduced by Rs. 25,000 for the regional news service 
which P.T.I. had not supplied to All India Radio and by another 
reasonable reduction in respect of the relief to be given to smaller 
newspapers. In respect of the yenrs prior to 1955, the P.T.I. were 
to be paid whatever was due to them under the arrangement then 
existing. The amount to be paid as subscription for the year 1954-55 
is still under consideration. 

It will be seen that no News Agency is now being paid by All 
India Radio strictly on the basis of number of radio licences although 
the increase in the number of licences has been taken into account. 
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The basis of subscription is generally arrived at on the follov/ing 
considerations : — \ 

(1) the scope and utility of the service. ^ 

(2) the standing of the agency and its reputetion; and 

(3) the general level of the subscription paid for the same 

.service by newspapers. 

R. K. RAMADHYANI, 

Secretary. 



APPENDIX LXXIV 

No. Fy. 1-1(64) /55. 

New Delhi, the Zdth January, 1957. 

Note from the late Ministry of Production pursuant to action taken 

on para 81 of the Fifteenth Report regarding lump sum contracts. 

The undersigned is directed to refer to paragraph 81 of the 15th 
Report of the I^blic Accounts Committee relating to lump sum con- 
tracts and to say that the circumstances relating to the particular 
lump sum contract for the piping system in the Sindri Power Station 
bed been explained in a note submitted to the Committee with 
reference to Para 5(a) (i) of the Audit Report, (Civil) 1952, Part-I. 
This Ministry has nothing to add to the explanations given in that 
note. 

As regards the Public Accounts Committee’s disapproval of lump 
sum contracts in general, this Ministry has consulted the D.G.S.&D. 
end the Central P.W.D. and find that both these organisations do 
enter into lump sum contracts. The Central P.W.D. have a standard 
form for the purpose of inviting tenders on lump sum basis. In this 
form, contractors are required to quote the lump sum amount on the 
basis of detailed drawings and specifications. The egreement form 
provides tliat the final bill of the work would be based on the lump 
sum tender, modified, where necessary', to give effect to omissions, 
additions or variations from the prescribed drawings, .specifications 
and instructions, detailed measorements of such omissions, etc. 
being recorded. 

In the circumstances explained, it is proposed to communicate the 
observation of the Public Accounts Committee disapproving of lump 
sum contracts in general to all the Ministries of the Government of 
India and to the various attached and subordinete offices and indus- 
trial undertakings under the control of this Ministry with the request, 
that whenever lump sum contracts are entered into, all possible safe- 
guards to protect the interests of Government should invarinbly be 
provided in the conditions of contract. A schedule of quantities of 
important materials like steel, cement etc., that may be used in the 
contract work, should form an essential part of the contract, which 
should contain en escalation clause by which Government may get 
the benefit of any saving in the quantities of the materials actually 
used in execution. ‘ 


B. S. GREW/\L, 
Joint Secretary, 
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APPENDIX LXXV 


Note from the Ministry of Commerce and Industry pursuani to action . 

taken on paras 18 and 19 of the Sixteenth Report regarding 

Import of artificial silk yarn from Japan, 

During the year 1947-48, there was an acute shortage of all types 
of cloth in the country and prices of these articles were very high. 
Several measures had, therefore, to be adopted to increase the supply 
of cheap cloth. One of these measures was the import of 28 lakhs 
lbs. of Art Silk Yarn from Japan on Government account. The first 
consignment of 22 lakh lbs. arrived in India in December, 1947. Ihe 
second consignment of 6 lakh lbs. arrived in July, 1948. Arrange- 
ments for the distribution of this Art Silk Yarn hnd been previously 
entered into v/ith the buyers of the material in the country. The 
yarn was allocated to Textile mills, the Handloom industry and silk 
mills through the Silk Directorate. 

2. The landed cost of the material was determined at Rs. 5-1-6 per 
lb. The selling price of the material in the internal market was 
round about Rs. 6-8-0 per lb. Government, however, deliberately 
fixed the pi ice of imported yarn at Rs. 5-1-6 per lb. in order that the 
manufactured goods might be sold at comparatively lower prices 
commensurate with the lower cost of the yarn supplied by Govern- 
ment. 

3. The second consignment of 6 lakh lbs. arrived in July 1948. 
Government was table to dispose of only a portion of this consign- 
ment at the contracted rate of Rs. 5-1-6 per lb., as prices of x\rt Silk 
Yarn in the internal market had meanwhile fallen and the allottees 
refused to lift their allotments of Art Silk Yarn. The balance had 
to be sold by auction at below cost price which resulted in a loss of 
Rs. 2,14,692 to the Govenimcnt. The Government, nevertheless, 
made a profit of Rs. 37*78 lakhs on the entire transaction. 

4. The Public Accounts Committee have made the following 
further observations: — 

(j) The Committee find themselves unable to accept the eluim 
of the Government that the supply of the imported yam 
to the mills and handloom weavers at a rate lower than 
the prevailing market rate had brought down the price 
of yam. ) 

(il) The loss of Rs. 2*14 tekhs sustained in the sale of the 
second consignment of 6 lakh lbs. of yarn could have 
been avoided if moderation had been used in the grant 
of import licences. The liberal grant of licences was 
not called for particularly when Government had with 
them a little over 3 lakh lbs, of yam for disposal. 
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(iii) When it came to the notice of the Government that Uie 
allottees did not abide by the obligations placed on them 
to sell the fabrics at cheaper prices, Government should 
have considered the question of recovering from them 
the difference between the market price and the con- 
cessional price of the yarn. 

5. With regard to point (i) above, attention is invited to the dis- 
cussions which took place at the 9th sitting of the Public Accounts 
Committee on the 1st September, 1955, which was attended by Secre- 
tary on behalf of the Ministry of Commerce and Industry. An 
extract from the proceedings is reproduced below: — 

“The Ministry’s representative went on to say that the real 
purpose of the import was to bring down the market 
price of Rs. 6-8-0 per lb. by selling the imported yarn 
at cost price end that in actual fact the market price 
did come down to Rs. 3-4-0 per lb. In answer to a 
query whether the price had not come down because 
of larger import by private parties from other countries, 
the representative of the Ministry said that the fall in 
price may be partly due to that and the two foctors 
could be taken as having been responsible for the drop 
in market price.” 

It will be observed that the Ministry did not claim that the fall 
in prices was solely due to the imports on Government account. The 
Ministry only clmmed that this was one o/ the factors which helped 
10 bring down the prices. It was admitted that the fall in prices 
was partly due to imports by private parties from other countries 
vlso. 

6. As regards (ii), it may be pointed out that during 1947, there 
was an acute shortage of cloth in the country end Government were 
making all possible efforts to bring down the prices, and order for 
this yarn from Japan was placed in December 1947. Normally, the 
entire quantity should have come in one consignment, but unfortu- 
nately it arrived in two — the first in December, 1947 and the second 
in July, 1948. The 2nd consignment of 6 lakh lbs. did not arrive 
simultaneously with the 1st consignment of 22 lakh lbs. in December, 
1947 on account of non-availability of shipping .space. The first 
consignment was distributed immediately on arrival at prices below 
the ruling market rates, but sufficient to cover all incidental costs in 
order to enable the manufacturers to reduce the selling price of 
finished fabrics. 

7. The yarn position in the country continued to be unsatisfactory 
even towards the end of the first licensing period in 1948. It was 
necessary to take steps to ensure adequate supplies of yarn, and e 
liberal policy of imports was, therefore, decided upon and announced 
in July, 1948. Since the disposal of the first consignment of Gov- 
ernment imported yarn had presented no difficulty, the yarn bought 
on Government account was not considered sufficient reason for res- 
tricting imports. Government could not at that time anticipate that 
the 3 lakh poumds out of the second consignment would not be lifted 
Iqf the allottees at the contracted price. In any case, considering 
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our pre-war imports of 250 Ukh pounds, and the present settle of 
Imports of nearly 450 lakh pounds, the unsold quantity of imported 
yarn of 3 lakh lbs. represented indeed only a small portion of our 
requirements. ) 

8. With regard to point No. (iii), the yarn was sold at a conces- 
sional price on condition that the “Price of the finished products 
should be commensurate with the price of art silk yarn released.” 
Apart from this general condition, no specific, or legally enforceable 
condition was laid down. 

Government, however, did not take up the question of demanding 
an additional price from the allottees as the yam was distributed to 
different classes of consumers, namely handloom weavers, powerloom 
weavers and textile mills. The complaint that prices were not 
reduced was reported in the case of Textile Mills. Only two lakh 
lbs. of art silk yarn was allotted to the Textile mills out of the total 
imports of 28 lakh lbs. This quantity was only 1/8 of their normal 
requirements of art silk yarn. It was, therefore, extremely difficult 
to insist on the mills bringing down the prices of their cloth. 


New Delhi; 

The 22nd October, 1958. 


S. RANGANATHAN, 
Secretary. 



APPENDIX LXXVI 


Kote from the Ministry of Commerce and Industry pursuant to action 

taken on para 27 of the Sixteenth Report regarding continued 

loss in Trade Marks Registry. 

At a meeting held in July 1951, to examine the appropriation 
accounts of 1948-49, the Public Accounts Committee desired to know 
why the expenditure on the Trade Marks Registry, Bombay was in 
excess of the receipts and what ection had been taken to reduce it. 
The Committee also suggested that, if necessary, the scales of fees 
levied under the Trade Marks Act should be suitably raised so as to 
make the organisation self-supporting. Since then these questions 
have been under eonsideration of the Government of Indio and the 
Committee was last informed in 1954 that the question of enhancing 
the rates of fees levied under the Trade Marks Act, 1949, would be 
examined along with the recommenda tions of the Trade Marks 
Enquiry Committee, which was appointed by the Government of 
Indio in 1953 to review the Indian laws bearing upon trade marks 
and merchandise marks and to suggest suitable amendments thereto. 

2. However, the Public Accounts Committee in their Sixteenth 
Report, have remarked that they are unable to understand why this 
question should be examined along with the recommendations of 
the Trade Marks Enquiry Committee, particularly when the Com- 
mittee had not at all touched upon this aspect. The Public Accounts 
Committee have, therefore, urged upon the Government the neces- 
sity of considering the question of revising the scales of fees 
Independently and come to a final decision at an early date. 

3. The question as to whether the fees charged for various pro- 

ceedings under the Trade Marks Act should be such as to make the 
Trade Marks Registry self-supporting has been examined befoi-e. 
Registration and protection of the trade marks primarily serve the 
Interests of the commercial community ond it can be argued that the 
charges levied on the community should be sufficiently high as to 
pay for the cost of the services rendered. Registration, however, 
exercises a wholesome and stimulating influence on the trade and 
commerce of the covmtry in general and thus serves the interests of 
the public also. The Trade Marks Registry is more a utility service 
then a strictly commercial service and it is not unreasonable that a 
part of the cost of the Trade Marks Registry should be met from 
general revenues, If necessary. Further, with the progress of indus- 
trialisation, the revenues from these proceedings are expected to 
increase.' 1 

4. The Trade Marks Reristry is concerned largely with protection 
of industrial property. Protection of industrial property covers 
patents, utility models, industrial designs or mod^, trede marks, 
trade names, indication of source or appellation of origin and repres- 
sion of unfair competition. There are two organisations under tl^ 
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Ministry dealing with protection of industrial property, viz.. Trade 
Marks Registry end the Patent Office. It will, therefore, be appro- 
priate if the question of self-sufficiency were examined with referencse 
to the income and expenditure of these two offices together. 

5. The receipts and expenditure of the Trade Marks Registry and 
the Patent Office during the last seven years have been as under: — 

TRADE MARKS REGISTRY 


Year 


Receipts 

Expenditure 

1949-50 


Rs. 

9.53.739 

Rs. 

6,86,091 

1950-51 


7,02,942 

6,85,524 

1951-52 


6,05,352 

7.15.984 

^952-53 


5 »oo 5792 

7551,947 

1953-54 


4>79,5I3 

7,92,260 

1954-53 


4,44,276 

7,98.691 

195^-56 


5,26,192 

7.86,685 


Total . 

42,12,806 

52,17,182 


PATUNT 

OPFICE 


1949-50 



5-77.584 

3559,459 

1950-51 



. . 6,39,407 

3.73.388 

1951-52 


6,43.137 

4,05,564 

1952-53 



6,84,415 

4,24.180 

4953- 54 

4954- 55 



7.25.358 

7,78,627 

4,56,569 

4,46.527 

1955-5^ 


s, 35, 512 

4.97.723 


rOTAL 

48,84,040 

29 %^>3.4 10 

6. The total receipts and expenditure of these two organisations 
taken together during the period of 7 years works out as follows: — 



Receipts 

Rs. 

Expenditure 

Rs. 

Trade Marks Registry .... 

42,12,806 

52,17,182 

talent Office 



, . 48,84,040 

29.63.410 


Total 

* 90,96,846 

81,80,592 
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It will be seen from the above that if the two organisations are* 
taken together, the receipts cover the entire expenditure and yield' 
some surplus in addition. ! 

7. The Government of India have ‘accordingly come to the con- 
clusion that there is no strong justification for enhancing the fees 
charged under the Trade Marks Act. It may be added here that 
this Ministry has a proposal to ama]g‘amate the two organisations, 
viz,, Trade Marks Registry and the Patent Office— dealing with 
industrial property. 

K. V. VENKATACHALAM, 

I Joint Secretary: 

The 2nd March, 1957. 



APPENDIX LXXVII 


Note from the Ministry of Commerce arid Industry pursuant to action 
iaJzen on para 110 oj the Sixteenth Report regarding Hindustan 
Machine Tools Ltd. 


(No. 15j33 57-MT.) 

Even before the presentation of the 16th Report of the Public 
Accounts Committee to Parliament, the Ministry of Commerce and 
Industry had, in January 1956, set up a Committee to consider the 
problem of the development of the machine tool industry in all its 
aspects. The Committee was constituted under the chairmanship 
of the Director, Scientific end Industrial Research, and consisting of 
senior officers of Government as well as senior representatives of the 
Indian Machine Tool Manufacturers’ Organisation. The terms of 
reference of the Committee were as follows: — 

(i) To review the existing capacity to manufacture machine 

tools in the private end public sectors and study their 
plans for further expansion. 

(ii) To assess the country’s requirements of machine tools in 

the different categories and determine the gap between 
requirements and present manufacturing capacity. 

(iii) To investigate causes responsible for impeding faster 

development of the industry <Qnd suggest how they can 
be eliminated, 

(iv) To suggest ways and means of utilising the existing 

capacity fully and developing it further to meet the 
requirements of the country for machine tools, as assessed 
by the Committee and to report whether, after ensuring 
such full utilisation there is any necessity to set up 
new units — and if so, to indicate the size end scope of 
such units. 

(V) To review the existing capacity to design machine tools, 
to survey the facilities available for training machine 
tool designei's and to suggest ways and means of helping 
the industry in securing training fncilities at home and 
abroad for such staff. 

(vi) To study the range of general purpose machine tools 
required by the various Departments of Government with 
a view to standardising the most widely popular require- 
ments, and to examine the feasibility of other Govern- 
ment Departments using similar machines and adopting 
them as their standards. In carrying out this examina- 
tion, the Committee will take particular note of the 
standardisation work already completed by the Railways. 
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(vii) To suggest the machinery for laying down the stanaaros 
of performance and the specifications for inspection of 
the final product in order to ensure that the product 
measures up to the required quality, and to recommend 
the most suitable organisation for testing and certifying 
the products as conforming to the prescribed quality 
specifications. 

(viii) To investigate and report on such other matters as the 
Committee may think fit regarding the development of 
the Machine Tool Industry in India. 

2. The Committee submitted their report to Government in 
September, 1956. The Committee estimated the volume of demand 
for various kinds of machine tools in the country by 1960-61 and 
recommended a detailed plan and programme of manufacture for the 
various units to utilise the existing capacity in the machine tool 
industry. A copy of the programme of manufucture as recommend- 
ed by the Committee is enclosed (Annexure I). This programme 
has been accepted by Government for immediate working, excepting 
in the case of Messrs Hindustan Machine Tools (Private) Ltd., in 
which certain minor alterations were made. A statement showing 
the production programme recommended for Messrs Hindustan 
Machine Tools (Private) Ltd., and the programme as accepted by 
Government is also enclosed (Annexure II). 

3. The Committee further recommended the establishment of a 
standing body to co-ordinate the activities of different manufactur- 
ing units producing machine tools end for ensuring faster develop- 
ment of the industry. Government accepted this recommendation 
and constituted a Development Council for the Machine Tool 
Industry under the Industries (Development and Regulation) Act, 
1951. This Council consists of representatives of the machine tool 
units in the country, persons having special knowledge of the tech- 
nical and other aspects of the machine tool industry, representatives 
of consumers and representatives of employees in the industry. One 
of the specific functions of the Development Council is to recommend 
targets for production, co-ordinating production programmes and 
reviewing the progress of the industry from time to time. 

4. It will, therefore, be seen that action in respect of Recommenda- 
tion No. 78 has been taken by Government. 

; A. ZAMAN, 

! Joint Secretary. 

New Delhi; 

Dated the 7th February, 1958. 



ANNEXURE 1 


Statement shoiving the programme of manufacture of Major Units in 
the Public and Private Sectors as recommended by the Machine 
Tool Committee. ' 


Name of the firm 

Item of manufacture 

Priority 

Messrs : — 

Cooper Engg. Ltd. 

Gear shapers upto & including 32* stroke. 



(Gradual changeover from cone-pulley to 
geared head). ..... 

I 


Planers, upto and including 6' x 6' x i6'table. 

II 


Slotters, upto & including 21' stroke . 

III 

Hindustan Machine Tools (P) 

Lathes 17^ Swing, present and allied models. 

I 

Ltd. 

Milling machines (Nos 2 & 3) Plain, vertical. 



Universal & Manufacturirg millers (Heavy 
type) 

ir 


Grinding machines, OD, Universal & ID 

III 


Radial Drilling machines 2^ and above 

IV 


Lathes, 20^ to 28'swing 

V 


Production Jig borers. . . . . 

VI 


Lathes (other types) capstans and turrets. 

VII 

In vesta Machine Tools & Engg. 

Drills, pillar I J"' to 2'' .... 

I 

Co. Ltd. 

Drills, column upto 3' . . . . 



Drills, Radial below 2^ . . . . 

II 

Machine Tool Prototype Fac- 

Lathes, Geared head 10' Swing . 

I 

tory. 

Lathes, Capstan i*' .... 

Grinders, Surface 1 8' and 24^ 

II 


III 


Grinders-Tool & Cutter .... 

IV 


Lathes-Capstan 

V 

Mysore Kirloskar Ltd. . 

Lathes — 12^ to 28"^ . 

I 

Lathes-Capstan li" 

II 


Lathes-Cap«Jtan 2i' . 

III 


Lathes-Turret 3 ..... 

IV 

Praga Tools Corporation Ltd. 

Drills Bench ...... 

I 

Drills pillar i"& .... 

II 


Mills No. I ..... . 

III 


Lathe Bench ...... 

IV 


488 L.S — 25 
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ANNEXUREII 

Comparative statement showing the production programme for Hindis^ 
Stan Machine Tools (P) Ltd., Bangalore as recommended by the 
Machine Tool Committee and accepted by the Government 

Programme recommended by the Machine Programme accepted by the Government. 

Tool Committee 


Lathes 17' Swing, present and allied models H-22L athes 
Milling Machines (Nos. 2 & 3) Plain, Vertical Nos. 2 & 3 Milling Machines. 
Universal & Manufacturing millers (heavy type) Radial Drills i}"' & 2'. 


Grinding machines, OD, Universal & ID. 
Radial Drilling machines 2' and above. 
Lathes, 2C/ to 28' swing. 

Production jig borers. 

Lathes (other types) capstans and turrets. 


Centre Medium Duty Lathe, 

12J' Centre Heavy Duty Lathe, 

In addition, the HMTL may also take up for 
manufacture, as and when necessary, light 
and medium duty lathes of sizes 6' to 8' 
height of centre, with medium and high 
spe^ for use with tungsten carbide tools 
also milling machines, light duty^ and 
drilling machines, Pillar type. 
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APPENDIX liXX'Vin 


Memorandum from the late Ministry of Prodvxticm pursuant to action 
taken on para 111 of the Sixteenth Report regarding Penicillin 
Factory, Pimpri. ( 

No. BGT.4 (15)/56 


Dated, the 21st November, 1956 

The undersigned is directed to refer to item 79 of the Summa^ 
of the main conclusions/recommendations made by the Public 
Accounts Committee in the above report and to say that the recom- 
mendations have been Implemented. There is a regular cost account- 
ing system introduced and in force and it is confirmed that while 
calculating the cost of production all facts including the expenditure 
on the Housing Colony, Research Work etc., are being taken into 
account by the Company as has been suggested by the Public 
Accounts Committee. 


f 


S. JAGANNATHAN, 
Joint Secretary. 



APPENDIX LXXIX 

Note from the Ministry of Commerce and Industry pursuant to actiom 
taken on para 21 of the Twenty-third Report regarding unecono- 
mic purchase of printing machines. 

Id Para 21 of the Twenty-third Keport on the Appropriation- 
Accounts for 1952-53, the Public Accounts Committee desired thia 
Ministry to take the following action in regard to the purchases of 
printing machines made by the High Commission of India in London 
in 1950: — 

(i) to state the special reasons for by-pessing the Director. 

General, India Stores Department. 

(ii) to initiate disciplinary action against the officers responsible 

for the piirchases of the machines for their negligence 
in not giving adequate thought before making the 
purchases. : 

2. It is now revealed from the information since furnished by the 
High Commission of India in London that these machines were pur- 
chased out of the budgetary allocation available to the Commercial 
Department of the High Commission for “Contingencies”. These- 
allocations ore usually expended at the discretion of the Head of 
Department, subject to the approval of the High Commissioner, 
where necessary. In the absence of any special ruling or order 
making it obligatory to consult the Director General,. India Stores- 
Department, the purchases of fumittire, stationery, typewriters ond" 
duplicators or any proprietary article required for use in the various- 
departments of the High Commission were made by the Establish- 
ment Department (then General Department) out of these allocations- 
without reference to the India Stores Department. The purchases 
of these printing machines were accordingly made in the ordinary 
and normal way, by the then Commerce and Industries Adviser with- 
the approval of and under the orders of the High Commissioner. 

(i) As regards consultation with the Director General, India 
Stores Department on the technical aspects of the purchase of the- 
machines, it may be stated that these machines were standard 
equipment such as typewriters or duplicators and could be simply 
operated. In practice, in fact, these were operated by non-technical’ 
personnel and imtil the time of sale, no technical difficulties of any 
kind were experienced,' 

The Ministry of External Affairs have already issued instructions-' 
in their memo. No. F.4-18/Aud-54, dated the 28th January, 1955 for 
utilising the agency of the India Stores Department in making all' 
future purchases.- 1 

(ii) As regards the question of disciplina^ action, the decision* 
to purchase these machines was taken after discussions between the 
High Commissioner and the Commercial Adviser in Uie case off 
Masseeley Machine, end in the case of the Reto-print PHnting; 
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tMachine, all the departmental heads including the India Stores 
Department, were present when it was decided to go in for its pur- 
chase. The pvirchases were made with the hona fide object of 
securing efficiency, economy and expedition and there was no male 
.fide intention on any body’s part. It was considered that the entire 
■cost of the machines could be made good by the saving in a couple 
of years’ working. It was also intended to save money by doing 
•work on the machines for other departments of the High Commis- 
sion. Thus every effort was made to utilise the machines to the 
fullest advantage and as soon as it was found that sufficient amount 
of work for their fuller utilisation did not materialise, as was origi- 
nally visualised, it was decided to dispose of them to the best 
advantage of Government. No negligence could, therefore, be 
4>rought home to any officer or officers. 


S. RANGANATHAN. 

Secretary. 


New Delhi; 

The 1st February, 1958. 



APPENDD^ LXXX 


No. 17 (21) -TEX (A) /56 

Neto Delhi, dated the 5th August, 1957 

Statement of the case and the opinion of the Solicitor General of 
India pursuant to action taken on paras 27 and 28 of the Twenty^ 
third Report regarding payment of subsidy for American Cotton 
to a Mill, as furnished by the Ministry of Commerce and Industry. 

At the meeting of the Public Accounts Committee held on the 8th 
November, 1956 the Committee referred to Solicitor General’s opinion 
on the question of recovery of the subsidy paid to the Madura Mills 
and desired that the point whether the Textile Commissioner was 
within the powers delegated to him, in permitting the mills in ques- 
tion t« spin yarn of higher counts out of the American, cotton, should 
be referred to the Solicitor General again. Accordingly, a state- 
ment of case was sent to the Solicitor General for his opinion on the 
following two peints: — 

(i) whether the Textile Commissioner exceeded his powers; 

and ! 

(ii) even if he did, whether the mills have rendered themselves 

liable for ariy refimd, if, as they will claim, they acted 
bona fide. 

2. Copy of the statement of case and opinion of the Solicitor 
General are attached. I 

a, RANGANATHAN, 

Secretary.. 



statement of case for the opinion of the Solicitor General of India. 

In regard to the subsidy granted by the Government of India to 
the Madura Mills Co. Ltd., for import of American cotton during the 
latter half of 1950 a question arose about refund of a part of the 
subsidy, and the Solicitor General will recollect the opinion given by 
him that legally the Government had no case for refund of the 
subsidy. A copy of the opinion is at page 64 in the file below end 
the statement of case is at page 1 ff. in the file. Subsequently, the 
matter was before the Public Accounts Committee of the Parliament, 
and as desired by that Committee the Solicitor General is requested 
to advise on the following further points: — 

(1) whether the Textile Commissioner exceeded his powers; 

end i 

(2) even if he did, whether the MUls have rendered them- 

selves liable for any refund, if, as they will claim, they 
acted bona fide. i 

2. With regard to the first point, there is first the note recorded by 
the Textile Commissioner on 6th October, 1950 (page 84 in the file 
below) and, thereafter, there is a formal Order imder the Cotton 
Textiles (Control) Order, 1948, by the Director (Production) of 
10/llth October, 1950. The Cotton Textiles (Control) Order is at 
pages 71 — 80 in the file and the said formal order is at page 85. 

3. The said formal order may be considered first. Clause 20B (iii) 

of the Cotton Textiles (Control) Order, 1948, provided that “no pro- 
ducer shall produce any yam from a mixture of Indian cotton with 
foreign cotton”. Clause 33 of the same Order, however, conferred 
power on the Textile Commissioner (i) to grant relaxation, by 
general or special permit, from any provision of the Order, in respect 
of any person, act or thing, and (ii) to impose conditions, limitations 
or restrictions in such a permit. Finally Clause 34 of the Order 
permits the Textile Commissioner with previous sanction of the 
Central Government to delegate any of his powers xmder the Order 
to any Officer. In this case, by the notification No. 9 (9) Tex-I/48, 
dated the 15th July, 1950 (page 83 in the file) the Textile Commis- 
sioner delegated to the said Director (Production) the functions and 
powers of the Textile Commissioner under Clause 33 with respect to 
Clause 20B of the Order. In the Order of 10/llth October, 1950, the 
Director (Production), in pursuance of the powers so delegated, 
stated “I hereby exempt the Madura Mills Co. Ltd., from compliance 
with the directions contained in Clause 20B(iii) of the Cotton 
Textiles (Control) Order, 1948, and permit them to spin yam from 
an admixture of Indian cotton and subsidised American cotton” pro- 
vided a certaih condition was fulfilled. Clause 33 does not contain 
any limitation on the powers of the Textile Commissioner in granting 
relaxations from any provision of the Control Order. It should, 
therefore, appear that, as a matter of law, the Director (Production) 
was competent to grant to the Madura Mills the exemption contained 
in his order.- I 
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4. In the note recorded by the Textile Commissioner on 6-10-1950, 

It is stated that Mr. Marshall contended that he would experience 
difficulty “in isolating the subsidised American cotton from the 
general mixings which were being used for manufacturing all counts 
of yarn both for domestic consumption and for export”. It is further 
stated that at first the Textile Commissioner authorised Mr. Marshall 
“to use subsidised American cotton ii^ the general mixings” and that 
later Shri Venkataraman confirmed that “there could be no objection 
to the utilisation of the American cotton along with other Indian 
cottons”. What Clause 20B(iii) of the Cotton Textiles (Control) 
Order prohibits is the mixture of Indian cotton with foreign cotton 
and in view of the Textile Commissioner’s powers imder Cleuse 33, 
he should be deemed in law to have been competent to authorise 
Mr. Marshall to use subsidised American cotton in the general 
mixings. i 

5. The Textile Commissioner’s note of 6th October, 1950, and the 
Director’s formal order of 10th October, 1950, both imposed a condi- 
tion subject to which the exemption had been granted from the pro- 
visions of Clause 20B(iii). There may be a question whether this 
condition was adequate or was adequately expressed. But the 
adequacy or otherwise raises only the question whether the Textile 
Commissioner in laying down the condition fully safeguarded the 
intentions of the subsidy scheme. It does not raise any question about 
the Textile Commissioner’s powers, and the issue at present is only 
about the powers. 

6. Counsel is requested to consider the discussion in paras 2 to 5 
above and to state if, as a matter of law, the Textile Commissioner 
can be held to have exceeded the powers conferred on him by the 
Cotton Textiles (Control) Order, 1948. 

7. If the answer to the first of the two points mentioned at the 
commencement of this statement is in the negative, the second point 
would not appear to survive. It may nevertheless be observed that 
the condition expressed in the order of 10/llth October, 1950, is only 
as regards the quantity of yarn that should be made available to the 
domestic market. There is no limitation expressed therein as to the 
coimts for which the admixture may be made. In fact the note of 
€th October shows that Mr. Marshall in explaining his difficulty had 
referred to "manufacturing all counts of yarn both for domestic 
consumption and for export”. The note means that Mr. Marshall’s 
request was granted fully and that there w«s no limitation as regards 
the counts for which the admixture was permitted. Counsel is 
requested to consider whether this conclusion is correct. If it is 
considered on a true interpretation of the note and the permission 
described therein, that there was no restriction on Mr. Marshall as 
regards the coimts to be spun from (any admixture, the action of the 
Mills would appear to be within the permission of 6th October, 1950, 
and the order of 10/llth October, 1950. Counsel is requested to give 
his opinion about the said second point as discussed in this paragraph. 

8. If the Textile Commissioner had certain powers for the purposes 
of the Cotton Textiles (Control) Order, 1948, administratively he had 
also authority to give effect to the subsidisation scheme. It is, there- 
fore, possible to consider the question of his powers not only from 
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the legal point of view as has been done in paras 2 to 5 above, but 
also from the administrative one. Any permission which he was 
competent to give under the Cotton Textiles (Control) Order could 
not ignore his administrative responsibilities as regards the subsid- 
isation scheme. The permission granted could, therefore, also be 
examined with a view to find out if it was consistent with the 
subsidisation scheme. ; 

9. The subsidy was sanctioned by the Ministry of Industries and 
Supply’s letter of 18th July, 1950 (pages 7-8 in the file) which states 
that the President is pleased to accord sanction to a subsidy scheme 
“in order to maintain the production of medium counts of yarn for 
supply to the handloom industry”. Among the terms and conditions 
of the scheme as stated in the said letter, one condition is to the effect 
that “yam produced from the cotton herein allocated will have first 
to be offered to the Textile Commissioner and will be subject to 
disposal by the Mills in accordance with such instructions as he may 
from time to time give”. The question thus is whether the permis- 
sion for the admixture even for the yarn which was higher than 
medium counts or which was meant for export was covered by the 
scheme sanctioned by Government on 18th July, 1950. It seems that 
as regards use of the American cotton for admixture for the purposes 
of yam which was higher than medium counts or which was meant 
for export, the Textile Commissioner’s authority should be considered 
to depend only on what is contained in the confirmation by Shri Ven- 
kataraman as stated in the note of 6th October, 1950. Shri Venkata- 
raman was then the Commerce Secretary and his authorisation for 
anything should be deemed to be conclusive. 

10. The second of the two points mentioned at the commencement 
of the statement may be considered in relation to this other aspect of 
the powers also. Here also in view of the confirmation by Shri Ven- 
kataraman, the point should not survive. Assuming, however, that 
the Textile Commissioner himself is to be held responsible for the 
permission given to the Mills, the question will be whether the Mills 
ecling bona fide under the permission should be held to have rendered 
themselves liable for the refund because of the defect in the Textile 
Commissioner’s authority. The reasonable view probably is that 
the Mills sure not supposed to be aware of the authority contained in 
the letter of 18th July, 1950, for any Government officer and they were 
entitled in law to presume that the Textile Commissioner had 
authority to grant the permission even for the purposes of the 
subsidy scheme. 

11. Counsel is requested to give his opinion with regard to the 
matter discussed in paras 9 and 10 above as well. 

12. Briefly Counsel is requested to give his opinion on each of the 
two points referred to at the end of the first paragraph above (a) for 
the purposes of the Cotton Textiles (Control) Order, 1948, as discussed 
in paras 2 to 7 and (b) having regard to his administrative responsi- 
bilities, as discussed in paras 8 to 10 above. 


The 25th March, 1967 . 


G. S. GAITONDE, 
Deputy Secretary, Ministry of Law. 



Re: Subsidy to the Madura Mills Co. Ltd., for import of Americaik 

Cotton 

OPINION 

The subsidy scheme was put into effect in order to substitute 
foreign, i.e., American cotton for Indian cotton which was not then 
available, so that the mills would pay roughly what they would have 
paid for Indian cotton, the difference in price being made up by the 
Government of India. The object was to make available to the 
handloom industry yarn of certain counts which would, in the 
ordinary course, have been made from Indian cotton. 

The Cotton Textiles (Control) Order or 2nd August, 1948, as it stood 
in October, 1950, provided by clause 20(b) (iii) that“ no producer 
shall produce yarn from a mixture of Indian cotton with foreign 
cotton.” The subsidy scheme did not, in itself, involve the admixture 
oC foreign cotton with Indian cotton. The Madura Mills, however, 
made certain representations as a consequence of which they were 
allowed to mix the subsidised foreign cotton with other cottons. This 
exemption could, in law, be grunted since clause 33 of the Cotton 
Textiles (Control) Order provided that (1) “The Textile Commis- 
sioner may, by a general or special permit, exclude from or modify 
or relax to such extent as may be specified by him, the operation of 
any such provision in respect of any person, act or thing or any class 
of persons, acts or things.” and (2) “The Textile Commissioner may 
in any such permit impose conditions, limitations and restrictions 
subject to which such permit shall have effect.” Accordingly, tlie 
Textile Commissioner or any Officer to whom imder clause 34, he 
delegated his powers, could make an exception even in the case of 
on individual Mill or Concern in regard to any of the provisions of 
the Act. The terms of clause 33 are vei^ wide and confer an 
absolute discretion upon the Textile Commissioner or his delegate to 
make a general or specific exemption and to impose as a condition of 
such exemption, such conditions as he thought fit. It was upon this 
that Mr. Barat gave oral permission over the telephone which 
was acted upon and subsequently on the 10th October, a formal order 
was made by Mr. Shah (Production) to whom the Textile Commis- 
sioner, Bombay, had duly delegated powers — ^permitting the Madura 
Mills to spin yarn from en admixture of Indian cotton and subsidized 
American cotton, provided that a minimum quantity of yarn of 
appropriate counts equivalent to the production from subsidized 
American cotton content of the mixings is made available to the 
domestic market. There was no limitation imposed as to the counts 
to be spun out of the particular cotton and when the order 1$ read 
along with die representations made, it Is dear that the SMls were 
allowed to use the subsidized cotton for all purposes including expcurt. 
In my opinion, the Textile Commissioner was well within his powers, 
in the first place, in according oial permission, and in the second 
place, authorising the issue of the formal order of the 10th October 
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which was issued by Mr. Shah under powers duly delegated to him. 
under clause 34 of the Cotton Textiles (Control) Order. The imposi- 
tion oi the condition as to the production of a minimum quantity oi 
yarn of appropriate counts equivalent to the production from subsir 
dized American cotton content of the mixings being made available 
to the domestic market, was also legitimate. 

The exemption given to the Madura Mills and the condition impos- 
ed were not inconsistent with the subsidy scheme, the object of 
which was to provide a certain quantity of yarn for the handloom 
industry and it may well be said that so long as that object was 
achieved to the full which was ensured by reason of the condition 
imposed, it did not matter what other consequences might follow. 
The Madura Mills apparently by reason of its size, magnitude of pro- 
duction and considerable exports possibly stood in a position different 
from the generality of the Mills taking part in the subsidy scheme. 
Ihe Textile Commissioner had a discretion to accept the representa- 
tions made as true (and indeed there is no reason to suppose that 
they were not) and to make the order as he did, in furtherance the 
the scheme of supply to the handloom industry. He had further the 
approval of Mr. Venkatararaan, the Secretary, Commerce end 
Industry. It appears to me that the Textile Commissioner had not 
only the authority in law to make the exemption, but that in the 
circumstances, administratively he would appear to have had justifi- 
cation for acting as he did. 

A question has been asked whether if he exceeded his powers, the 
Mills rendered themselves liable for refund. In the view, I have 
taken of the Textile Commissioner’s authority and his exercise of it, 
this question does not arise. But assuming that he exceeded it, the 
Mills would say that they were entitled in the ordinary course of 
commerce to take the order as being within the Commissioner's 
powers. The refund asked for would be of the profit made by the 
Mills on the export sale of finer counts. I am unable to see on what 
basis the amount could be claimed, since Government suffered no 
damage. As I have said — there may be a moral claim but not 
a legal one. 

C. K. DAPHTARY, 
Solicitor General of India, 

New Delhi; 

The m July, 1957. 



APPENDIX LXXXI 


JVotc from the Ministry of Education pursuant to action taken on 
para 41 of the Fifteenth Report regarding Working of Hostels. 

(i) (a) At the time of closing down the Blackford Mount Hostel 
-on 31st July, 1948, it was in view that a suitable hostel would be pro- 
vided at a more central and convenient position. As the sale of the 
second hand furniture of the Blackford Mount Hostel would have 
naturally fetched a low price, it was considered desirable from the 
financial point of view to store the furniture in question till the acqui- 
sition of the new hostel. The expectation regarding the new hostel did 
not, however, materialise and when it was definitely known that the 
old furniture would not be utilized in this manner, the High Com- 
mission for India in London approached the Government of India 
for orders regarding its disposal in November, 1950. The Govern- 
ment of India, Ministry of External Affairs, then suggested that the 
fumdture could be utilized with advantage for a building to be iised 
by the Indian Officers on Deputation in the U.K. for which that Minis- 
try had already sanctioned £5,750 for the purchase of new furniture. 
This suggestion again was made from the financial point of view, but 
the High Commission reported that the furniture in question was not 
ffit to be utilized. Accordingly, it was decided to dispose of the furni- 
tiore in the usual way and the High Commissioner informed of the 
decision in January, 1952. The furniture was, however, actually 
auctioned on 8th August, 1952. As the intention underlying the 
storing of the furniture was all along to effect saving to Government 
by proper utilisation of the old furniture — although vmfortunately the 
expectation did not materialise — it was not considered necessary to 
take action regarding fixing of responsibility for the delay in the dis- 
posal of the furniture. The High Commission has, however, been 
requested to see that in future expeditious action is taken in such 
matters to ensure that avoidable expenditure on storage is not 
incurred for a long time on mere expectation. 

(b) The hostel was actually closed on 31st July, 1948, as decided 
by the Government. There was thus no delay in the implementa- 
“tion of the decision. The 10 months mentioned in sub-para 5 of para 
12 (i) of the Audit Report (Civil) refer to the period 1st October, 1947, 
to 31st July, 1948. 

(c) In fact, the intention of the High Commission in not selling 
out the furniture in 1948 was that it would not have fetched a high 
price for the reason of its being second hand. On the other side, it 
■was expected that its utilisation for the other hostel in a more central 
and convenient position which was then in view, would fetch a much 
better value in the shape of saving to Government of the cost of new 
fumit^e for the other hostel. /Qthough the expectation could not 
materialise, yet the High Commission had surely acted with an idea 
of ultimate economy to Government. 
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(d) The exact details of £312 are not available in the Ministry 
«nd will be called for from the H.C., if the Committee so desires- ITie 
amount presumably relates to the usual registration charges, stamp* 
duty, etc., on the occasion of acquisition of the premises for the- 
hostel. 

(ii) (a) The purchase was made on behalf of the Government of 
India by Mr. M. K. Vellodi, the then Deputy High Commissioner for 
India in London, in consultation with Mr. Price who was deputed by 
the then Finance Department to look into accommodation arrange- 
ments in London. The work regarding repairs and redecoration of 
the premises was entrusted to the Ministry of Works of the British 
Government in London. 

(b) The payment of £ 1536-2-0 has not yet been regularised. The 
full details are awaited from the High Commission on receipt of 
which necessary investigations will be made. 

(c) A reference was made to the High Commission in Londoa 
requesting them to examine whether reimbursement to the Govern- 
ment of India of the charges paid on account of rates, is due from the 
Ministry of Works (U.K. Government) according to the Law then 
obtaining in the U.K. The High Commission has explained that in, 
view of the fact that the rates in question related to a period prior 
to the introduction of the concession of reimbursement of such, 
charges, the question of reimbursement did not arise in this case. 

HUMAYUN KABIR, 
Secretary, 


In continuation of the remarks given against item (b) below para 
12 (li) in Education Secretary’s note dated 24th November, 1955, for 
the Public Accounts Committee (already furnished to the Lok Sabha 
Secretariat, vide this Ministry’s Memorandum No. D. 1836/55-A7, 
the 24th November, 1955) and with reference to the observations of 
dated the 24th November, 1955) and with reference to the observations 
of the Committee contained in item 3(ii) of the Summary pertaining, 
position after investigation of the case is given below for perusal of 
the Committee: — 

(i) In May, 1953, the audit objection regarding Bays-Water HalP 

Hostel (Payment to London University of £1536-2-11 
and disposal of furniture of Hostel) was communicated 
to Education Ministry by the Auditor of Indian Accounts 
in the U.K. who also informed the Ministry that the- 
comments of the High Commission were awaited. 

(ii) In June, 1953, an audit para was proposed by the Account- 

ant General, Central Revenues. 

(iii) Even before the receipt of the audit objection from the 
Auditor of Indian Accounts, London, and the audit para 
from the Accoimtant General, Central Revenues, the 
Education Ministry wanted to satisfy itself regarding the 
financial aspect of the working of the Hostel and had 
called for, as early as in January, 1953, detailed informa- 
tion and complete accounts for the entire life of the 
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Hostel from the High Commission, London, before accord- 
ing sanction to the payment of the outstanding claims. 
The investigation of the case could proceed only on 
receipt of the detailed information and the complete 
accounts which were received from the High Commission 
only in May, 1954. 

.(iv) In April, 1954, the accounts pertadning to the above were 
received from the High Commission- 

(v) In July and August, 1954, the results of the examination 

of the accovmts by the Education Ministry were com- 
municated to the High Commission. These mainly 
included three discrepancies, one relating to ^e disposal 
of furniture of the Hostel, the second relating to an 
error of £8-18-0 in the accounts and third to an incon- 
sistency to the extent of £283-12-11 in the balance 
carried over from one year’s accounts to another. 

(vi) In October, 1954, the High Commission was reminded by 

the Education Ministry for quick settlement of the dis- 
crepancies. 

(vii) In January, 1955, Ministry of Finance issued a d.o. letter 

to the Financial Adviser to the High Commission, 
London, requesting for immediate settlement of the dis- 
crepancies. 

t(viii) In March, 1955, the High Commission wais requested to 
furnish the relevant files and papers to Education Minis- 
try, if it was unable to do anything there. 

,(ix) In July, 1955, the High Commission explained the apparent 
shortages of furniture as due to the fact that the second 
hand furniture was distributed for use of the Indian 
Students Hostel in Guilford Street, the flats at 
St. George’s Drive, the India Stores Department and the 
India House, since it was felt that the sale proceeds of 
the second hand furniture would not yield any substan- 
tial amount. Apart from the disposal of the furniture 
of the Hostel at the time of its closure, it was also reveal- 
ed from a letter from the Matron of the Hostel addressed 
to the High Commission, London, that some shortages in 
are articles of the furniture were due to (i) fair wear and 
tear and breakage, and (ii) a number of burgalaries 
which resulted in the dismissal of certain stafi of the 
Hostel, although there was no proof as to who was 
actually to blame. 

(x) In September, 1955, the High Commission was reminded 
for lumishing the files and papers to settle other dis- 
crepancies. 

<{xi) Later in the same month, the Financial Adviser sent a reply 
to the d.o. letter issued by the Ministry of Finance vide 
(vii) above, stating that no investigation of the case was 
possible as the records of the High Commission were in 
a jumbled state. 
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■(xii) Early in January, 1956, the Auditor, Indian Accounts, 
London, was requested to look into the discrepancies 
and the High Commission directed to make all relevant 
records available, to him- 

i(xiii) Meanwhile, the High Commission despatched the current 
file pertaining to the Hostel by Sea Mail. 

(xiv) Late in January, 1956, the Auditor reported that respon- 
sibility for such verification rested with the Administra- 
tive Ministry and also pointed out that the file in question 
bad been despatched by the High Commission to the 
Government of India. 

(xv) In February, 1956, the file in question was returned to the 
High Commission, as it was not useful for the pvurpose 
of locating the discrepancies, and the High Commission 
was requested to settle the discrepancies quickly with 
the help of the Auditor, Indian Accoxmts, London, and 
by reference to other relevant records. 

<xvi) In the middle of March, 1956, the Auditor and also the High 
Commission informed Education Ministry that the dis- 
crepancy of £8-18-0 had been located and was due to 
the inclusion of a provisional figure in the accounts 
instead of the final modified figmre. The Auditor, how- 
ever, again explained the fact that the verification of 
departmental figures was not his responsibility. 

•(xvii) In April, 1956, it was felt that in view of the fact that 
the position regarding the disposal of furniture had 
been clarified that the discrepancy of £8-18-0 settled 
and that there was no possibility of getting the remain- 
ing discrepancy of £283-12-11. reconciled through 
the Financial Adviser or the Auditor or by the High 
Commission itself, the expenditure of £1536-2-11 which 
had been completely checked up but for the discrepancy 
of £283-12-11, should be regularised by Government 
by issuing an expost facto sanction. The intention of 
Government to regularise the position by the issue of 
an expost facto sanction was also communicated to the 
Lok ^bha Secretariat (Public Accounts Committee), 
vide remarks against item 31 (ii) of the Annexure fur- 
nished with Education Ministry O.M. No. D. 1612/56-A.7, 
dated the 20th April, 1956- 

2. It will be seen from the facts of the case detailed above that 
the Education Ministry had initiated action in the matter even 
before the receipt of the audit objection in May, 1953, and were 
closely watching the case, and have all along been pursuing it with 
the result ithat Government are now satisfied regarding the expen- 
diture of £1,536-2-11 according to the terms of contract with the 
UnivOTsity, except for a discrepancy of £283-12-11, which could 
not be located or verified for want of complete and svstematie 
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records in the High Commission, London. The obse^ations of the 
Public Accounts Committee as contained in item 31 (ii) of the Sum- 
mary pertaining to the 15th Report have, however, been noted. 

3. It is now proposed to regularise the position by issuing the 
ex post facto sanction mentioned above. A warning is also proposed 
to be issued to the High Commission regarding systematic main- 
tenance of files and records and proper disposal of Government 
material 



APPENDIX LXXXII 


Note from the Ministry of Finance (Rehabilitation Finance Admin- 
istration) pursuant to action taken on para tf of the Fifteenth 

Report regarding provision for bad and doubtful debts. 

In terms of section 19 of the Rehabilitation Finance Administra- 
tion Act, the Government on 31st May, 1952, issued a directive (copy 
enclosed) laying down the formula in consultation with the Comp- 
troller and Auditor General of India for the purpose of making pro- 
vision for bad and doubtful debts in the Accounts of the Rehabili- 
tation Finance Administration. The Rehabilitation Finance Admin- 
istration were instructed to continue these arrangements for making 
provision for bad and doubtful debts for five years, after which the 
percentage fixed will have to be reviewed in the light of the 
experience gained. This formula was explained to the Public 
Accounts Committee in our notes submitted vide our Office Memo- 
randum No. F.6 (34)-FIII/54, dated the 20th November, 1954. 

2. The observation of the Public Accounts Committee that against 
the amount of loans given in 1953, viz,, Rs. 24 lakhs a sum of Rs. 14 
lakhs has been provided for ‘bad and doubtful debts^ has reference 
to the proceedings of the 10th sitting of the Committee held on 
Tuesday the 19th October, 1954, recorded in paragraph 220 of the 
Report, and appears to be based on some misunderstanding of the 
balance sheet of the Rehabilitation Finance Administration for the 
period ended 31st December, 1953, which was before the Committee. 
The correct position is that the ad hoc formula laid down in the 
directive required a total credit in the reserve for bad and doubtful 
debts of an amount of Rs. 35 lakhs. Since there was already a pro- 
vision of Rs. 20,74,000 till the end of 1952, an additional amount of 
Rs. 14 lakhs had to be provided during the year 1953 to make up the 
difference. It will, therefore, be observed that the provision of 
Rs. 14 lakhs for bad and doubtful debts was not in respect of only 
the loans disbursed during 1953. 

3. It has also been pointed out by the Rehabilitation Finance 
Administration that the figure of Rs. 24 lakhs as loans sanctioned 
in 1953 is incorrect and the correct figure of actual disbursement 
during the year was Rs. 71,74,000 in respect of loans sanctioned 
during 1953 while the total disbursements during the year amounted 
to Rs. 2,07,88,000. 

4. This note has been vetted by audit. 


M. R. BHIDE, 
Joint Secretary, 
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No. 10(50)-F.I/5i. 
Government of India 


Ministry of Finance 

DEPARTMENT OF ECONOMIC AFFAIRS 


From 


New Delhi, the 31st May, 1952. 


S. K. Sen, Esquire, 

Deputy Secretary to the Government of India. 


The Chief Administrator, 

Rehabilitation Finance Administration, 
‘M’ Block, New Delhi. 


Subject: — Provision for had and doubtful debts in the accounts of 
the Rehabilitation Finance Administration. 


Sir, 

I am directed to state that the Rehabilitation Finance Adminis- 
tration Act, 1948. does not make any specific provision for bad and 
doubtful debts- Section Id (4) of the Act provides that the balance 
sheet of the Administration should be properly drawn up so as to 
exhibit a true and correct state of affairs of the Administration. 
Since some of the loans granted by the Administration and the 
interest accrued thereon is likely to prove to be irrecoverable, the 
Government of India consider that it is necessary that adequate 
provision should be made for bad and doubtful debts so that the 
balance sheet of the Administration may exhibit the true state of 
affairs. The Government of India have carefully examined this 
question and have decided that the following formula should be 
adopted for the purpose of making provision for bad and doubtful 
debts in the balance sheet of the Administration each year: — 

(i) 50 per cent, of the total loan plus interest accrued to the 

end of the year should be provided in the case of loans 
which are recalled during the year. The question 
whether the Collectors have been advised or not to 
recover such loans as arrears of land revenue should 
not make any difference. 

(ii) In those cases where the Collector has been addressed 

during the year for the realisation of instalments due, 
50 per cent, of such instalments together with interest 
should be provided. 

(iii) No provision need be made in respect of those loans where 

repayment of instalments have become overdue but the 
Administration has not yet found it necessary to take 
any penal steps towards recovery of its dues. 
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So far as items (i) and (ii) are concerned no further provision 
should be made in subs»equent years in respect of recalled loans 
after 50 per cent, of the total amount has been provided for in the 
year in which a loan is recalled. 

2. The above arrangements should continue for the next 5 years 
whereafter the percentages fixed in paragraph 1 above will be 
reviewed in the light of experience gained. 

3. This should be treated as a directive issued under the provi- 
sions of section 19 of the Rehabilitation Finance Administration Act- 


Yours faithfully, 

S. K. SEN, 
Deputy Secretary. 


No. 10(50)-F.1/51. 

Copy forwarded for information to the Controller of Commercial 
Audit, Office of the Comptroller and Auditor General, New Delhi. 

By order etc., 

F. C. DHAUN, 
Under Secretary. 



APPENDIX LXXXIII 


Note from the Ministry of Finance {Rehabilitation Finance Admin- 
istration) pursuant to action taken on para 96 of the Fifteenth 
Report regarding provision for bad and doubtful debts. 

The Administration have always been giving most serious con- 
sideration to the problem of bad and doubtful debts. The Govern- 
ment have also been seized of this question from as early as 1951 
Even though the Rehabilitation Finance Administration Act, 1948, 
does not require any specific provision for bad and doubtful debts, 
Section 16(4) provides that the balance sheet of the Administration 
should properly be drawn up so as to exhibit a true and correct 
state of affairs of the Administration. A directive was accordingly 
issued to the Administration under Section 19 of the Act with regard 
to the provision for bad and doubtful debts in the accounts of the 
Rehabilitation Finance Administration. A copy of this directive 
laying down the formula for making provision for bad and doubtful 
debts is enclosed. It may be mentioned in this connection that this 
formula was informally discussed with the Comptroller and Auditor 
General who was represented by the Controller of Commercial 
Audit. 


2. The Administration have pointed out that it would be futile 
at this stage to make any categorical forecast about bad and doubt- 
ful debts. They have lent to nearly about 13,072 loanees. Only 
about 1,266 case’s have till now been reported to the Collectors for 
recovery. Excepting very few solitary cases, the Collectors have 
not reported that the amount is irrecoverable, though, in many cases, 
very small instalments have been agreed to with the loanees, in 
some cases the guarantors have agreed to repay the loans by reason- 
able instalments. In certain cases, the loans are fully covered by 
the compensation payable to the loanees and in almost every case, 
the loan is guaranteed by one or two guarantors. The Administra- 
tion, therefore, feel that by giving the loanees breathing time by 
accepting the dues in small instalments, many loanees will be able 
to tide over their difficulties and will ultimately be in a position to 
repay the loan completely. The Administration have, therefore, 
reported that the formula which has been adopted in consultation 
with the Comptroller and Auditor General should continue to be in 
operation for some more time to come. The Administration have, 
nowever, decided that in future an estimate of the approximate 
amount of bad and doubtful debts will be made by the Chief 
Administrator and exhibited in the balance sheet. 


. Administration have been devising ways and means of 

minimising the incidence of bad and doubtful debts. A new policy 
of selecting loanees from the Eastern Zone has been evolved in con- 
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sultation with the Ministry of Rehabilitation and the Government 
nave issued a directive to the Corporation to the following effect: — 

(1) Other things being equal, preference should be given to 

applicants who have business experience or have receiv- 
ed training in vocations and crafts; 

(2) Among the qualifying factors, the fact that the applicant 

was a person who had settled in a new township or 
place where there is concentration of displaced persons 
be regarded as a favourable factor for advance of loan; 

(3) Co-operative Societies be given preference for Rehabilita- 

tion Finance Administration loans- 

The West Bengal Government have also offered to help the Reha- 
bilitation Finance Administration, in “Follow up” work. This re- 
orientation of policy should help in minimising the incidence of bad 
and doubtful debts. The question of evolving a new formula for 
estimating the bad and doubtful debts may, therefore, wait for a 
period of two years, i.e. upto December, 1957, by which time there 
will be sufficient data available with the Administration for evolv- 
ing a realistic basis in this regard. 

4. As regards the steps taken to set off the debts against the com- 
pensation claim of the debtors, it may be pointed out that arrange- 
ments have already been made to safeguard the interests of the 
Rehabilitation Finance Administration and a suitable procedure Is 
being evolved in consultation with the Ministries of Rehabilitation 
and Finance and the Accountant General Central Revenues. In this 
connection, a copy of the note received from the Rehabilitation 
Finance Administration regarding the procedure for adjustment of 
Rehabilitation Finance Administration loans from compensation on 
verified claims is enclosed. 

5 . This note has been vetted by audit. 


M. R. BHIDE, 
Joint Secretary. 



APPENDIX LXXXIV 


Note from the Ministry of Finance (Rehabilitation Finance Admin^ 
istration) pursuant to action taken on para 100 of the Fifteenth 
Report regarding recruitment of staff to higher posts, 

A statement has been separately submitted to the Public ‘Accounts 
Committee indicating action taken or proposed to be taken on the 
recommendations made by the Public Accounts Committee in their 
15th Report on the Rehabilitation Finance Administration. It would 
be observed from this statement that Government have taken action 
on most of the recommendations made by the Committee. The 
Government have noted the views of the Public Accounts Commit- 
tee regarding the appointment of officers in the Rehabilitation Fin- 
ance Administration and the fixation of salary. In para 100 of their 
Report the Public Accounts Committee have themselves appreciated 
the situation which the Administration had to face in regard to the 
appointment of staff as the necessity for reha*bilitating displaced 
persons was urgent and it was difficult to find experienced person- 
nel. The appointments were, therefore, made in a state of emer- 
gency and irregularities in the matter of recruitment and pay fixa- 
tion unfortunately were committed. The Government, however, 
consider that, at this stage, not much useful purpose is likely to be 
served by the appointment of a Committee to investigate these 
matters. At best, such an investigation would be in the nature of 
a post-mortem examination. Moreover, the Administration have 
already declared some staff surplus following the shrinkage of their 
activities in the Western Zone and in some cases the salaries have 
been reduced. Moreover the.se matters were discussed in the Par* 
liament also. There seems to be hardly any necessity for examining 
the cases of officers who have already left the service of the Reha- 
bilitation Finance Administration, or who are under notice of dis- 
charge, or who have been already declared surplus but not yet 
retrenched. 

2. The Public Accounts Committee have also expressed dissatis- 
faction at the working of the Administration and have recommended 
that the proposed Committee should go into this matter and make 
suitable recommendations for overhauling the Administration, 
Since Government have already taken action on the other specific 
recommendations of the Committee, they consider that the appoint* 
meat of a Committee to look into the past working of the Adminis- 
tration would not serve any useful purpose at this stage. In 
deference to the Public Accounts Committee’s recommendation a 
Departmental Committee consisting of representatives of the Min- 
istries of Finance and Rehabilitation and the Comptroller and Audi- 
toi General will be set up to look into the present working of the 
Administration and to make suitable recommendations for improv- 
ing the Administration so as to enable it to discharge its functions 
under the Rehabilitation Finance Administration Act, 1948 more 
efficiently. 

D. L. MAZUMDAR, 

Secretary 
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A note was submitted to the Public Accounts Committee on the 
25th May, 1956 indicating action taken on the above recommendation 
of the Committee. While considering the composition of the Com- 
mittee it was felt that there would be no particular advantage gained 
by having a representative of the Ministry of Rehabilitation on this 
Committee and it was accordingly decided that the Committee should 
consist of one senior officer from the Ministry of Finance and a re- 
presentative of the Comptroller and Auditor General of India. 

2. The Comptroller and Auditor General of India was approached 
in June last to nominate one senior officer for appointment to this 
Committee. The terms of reference were also communicated to him 
and these were broadly to review the working of the Rehabilitation 
Finance Administration with a view to making recommendation to 
effect improvements in it with particular reference to the prompt dis- 
posal of loan applications and simplification of procedure for the 
scrutiny of applications and disbursement of loans. The Comptroller 
and Auditor General accordingly nominated Shri P. C. Padhi, Addi- 
tional Deputy Comptroller and Auditor General and asked us to 
communicate in due course the name of our representative on this 
Committee. Shri M. R. Bhide, I.C.S., Joint Secretary, Ministry of 
Finance was nominated as our representative on this Committee. 

3. Subsequently the Comptroller and Auditor General discussed 
the terms of reference of the Committee in a meeting held in his 
office on the 2nd August 1956 at which the following were present: — 

1. The Comptroller and Auditor General of India. 

2. Shri M. R. Bhide, IC.S., Joint Secretary, Ministi'y of Finance. 

3. Shri P. C. Das Gupta, Chief Administrator, Rehabilitation 

Finance Administration. 

4. Shri P. C. Padhi, Additional Deputy Comptroller and Auditor 

General. 

5. Shri P. N. Bhandari, Director of Commercial Audit, 

6. Shri S. P. Mehta, Director of Co-ordfnation and Secretary to 

Comptroller and Auditor General of India. 

4. During the course of the discussions, the Comptroller and 
Auditor General emphasised that the existing procedure in the Re- 
habilitation f^inance Administration for dealing with loan applications 
was far too complicated and the labour and expenditure involved in 
its execution was not commensurate with the output. He, therefore, 
suggested that the entire question in all its aspects should be exa- 
mined by the Committee. It was also suggested by him that the 
Committee should pose all these issues and should recommend the 
simplification of procedure on some national and logical basis. He 
further emphasised that the Committee should look also into the 
general question as to whether expenditure incurred on the Rehabi- 
litation Finance Administration, the results obtained and the expect- 
ed recovery of loans justified the retention of either this Organisation 
or the elaborate procedure prescribed. 

5. The suggestions made by the Comptroller and Auditor General 
were very carefully examined in this Ministry and it was considered 
that these suggestions raised major issues of policy which are for 
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Government to consider. It was felt that the Committee should only 
go into the working of the Rehabilitation Finance Administration 
with a view to making recommendations to effect improvements in 
it particularly with reference to prompt disposal of loan applications 
and simplification of procedure. The Comptroller and Auditor General 
was accordingly informed of the views of Government in regard to 
the terms of the reference of the Committee. The Comptroller and 
Auditor General of India thereupon stated that as Government were 
not agreeable to his suggestions, it would be best for Audit not to 
get involved in what appeared to be an administrative review. He 
further stated that this was really a matter for the Ministry of 
Finance and that Audit would be content to examine in due course 
the result of the Finance Ministry’s review and its effect on the 
Rehabilitation Finance Administration. 

• 

6. In accordance with the views of the Comptroller and Auditor 
General it has been decided to review the working of the Administra- 
tion without the representative of the Comptroller and Auditor 
General. Shri M. R. Bhide, I.C.S., Joint Secretary, Ministry of 
Finance is now the sole member of the Committee. The work has 
been taken in hand and will be completed as early as possible. 

7. This note, which has been vetted by Audit, is submitted for the 
information of the Public Accounts Conunittee. 


M. R. BHIDE, 
Joint Secretary 


The undersigned is directed to refer to the recommendation (in 
para 100 of the Fifteenth Report) of the Public Accounts Committee 
and to say that a note was submitted to the Committee on 22nd 
December, 1956 regarding appointment of a Committee to review the 
working of the Rehabilitation Finance Administration with 
Shri M. R. Bhide, I.C.S., Joint Secretary, Ministry of Finance as the 
sole member. The following were the terms of reference of this 
Committee: — 

“To review the working of the Rehabilitation Finance Adminis- 
tration with a view to making recommendations to effect 
improvements in it with particular reference to the 
prompt disposal of loan applications and simplification 
of procedure for the scrutiny of applications and dis- 
bursements of loans.” 

A copy of the report together with the Comptroller and Auditor 
General’s comments thereon is enclosed for the information of the 
Public Accovmts Committee. The report has been considered by 
Govenment who have accepted the recommendation for certain 
delegation of power to officers of the Rehabilitation Finance Adminis- 
tration raa,de in para 46 of the report. The Administration have been 
requested to sanction the necessary delegation and a copy of the 
letter to the Chief Administrator, Rehabilitation Finance Administra- 
tion in this connection is «icloseA 
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After considering the report the Government are satisfied that 
the Rehabilitation Finance Administration has been steadily improv- 
ing its procedure for dealing with loan applications in the light of 
the experience it has been gaining. As the Public Accounts Com- 
mittee are aware, a sub-committee was appointed by the Administra- 
tion to go into the question of the procedure with a view to ensure 
expeditious disposal of references and this sub-committee had come 
to the conclusion that the procedure could not be simplified further 
without affecting the efficient functioning of the Administration. The 
report of this Committee is contained in Appendix A of the Bhide 
Committee’s Report. This sub-committee included a senior officer of 
the Finance Ministry who is at present the Secretary of the Expendi- 
ture Department, Ministry of Finance. 

This note has been vetted by audit. 


5 - 9 - 57 . 


H. M. PATEL, 
Principal Secretary^ 



No. F. 7 (41) -Crop/56. 

Government of India 
Ministry of Finance 

DEPARTMENT OF ECONOMIC AFFAIRS 

New Delhi, the 20th August, 1P57. 


From 

Shri S. S. Sharma, 

Under Secretary to the Government of India. 

To 

The Chief Administrator, 

Rehabilitation Finance Administration, 

NEW DELHI. 

Sir, 

I am directed to forward herewith a copy of the Report of the 
Bhide Committee appointed by the Government of India in pursu- 
ance of recommendation No. 73 (ii) made by the Public Accounts 
Committee in its 15th Report (1954-55) to review the working of the 
Rehabilitation Finance Administration. The Report has been care- 
fully considered by Government. The Government of India agree 
with the suggestion made in Para 46 of the report that to facilitate 
the expeditious disposal of loan applications, some powers should be 
delegated to the Chief Administrator and Deputy Chief Administra- 
tor. They accordingly suggest that the Administration be moved to 
make the following delegation under Section 22 of the Rehabilitation 
Finance Administration Act, 1948. 

(a) Chief Admiuistrator . — Powers of sanction or rejection of 
all loan applications upto Rs. 10,000. 

(b) Deputy Chief Administrator . — Powers of sanction or 
rejection of all loan applications upto Rs. 5,000. 

Note: — Appeals against rejections by Deputy Chief Administrator 
would lie with the Chief Administrator and against those by Chief 
Administrator with the Administration. 


Yours faithfully, 

S. S. SHARMA, 
Under Secretary. 
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APPENDIX LXXXV 

Noie jrom iJie Ministry of Finance (Industrial Finance Corporation) 
pursuant to action taken on para 106 of the Fifteenth Report re- 
garding reference of cases to the Ministry of Commerce and 
Indust rjj. 

This Committee cannot accept that merely because for facility of 
management the Corporation has been set up as a separable legal en- 
tity with certain legal powers, it should be permissible for the Cor- 
poration to disregard or flout the advice given by the Ministry of 
Commerce and Industry which is charged with the public responsi- 
bility for promoting the industrial development of the country. The 
notion that the Corporation’s transactions can be managed solely 
according to ordinary practices of private banks cannot also be sup- 
ported. 

The above recommendation has been noted. 

2. Details of the three cases in respect of which the Corporation is 
stated to have given loans contrary to the recommendations of the 
Ministry of Commerce and Industry are given below- — 

Punjab Vanaspati and Oil Mills Limited 

Before sanctioning a loan of Rs. 1,75,000 to this Company, the app- 
lication was referred to Dr. J. C. Ghosh, the then Director General of 
Industry and Supply, who advised the Corporation that there was no 
dearth of private capital for the oil milling industry. Dr. Ghosh who 
was a Director of the Corporation attended the Board meeting held 
on the 18th July, 1949 wlien the Company’s application was con- 
sidered. He raised a point that this was a small and non-essential 
concern and the Provincial Government should be responsible for 
assistance to this industry. It was explained to the Board that the 
Company were going to produce vegetable oil and not vanaspati, and 
that the factory was situated in a largo oil comsuming centre which 
was also an oil seed producing area and that the Company could not 
complete the scheme without financial assistance from the Corpora- 
tion. It was further explained that as the local Government had not 
set up a State J"inancial Corporation, this Corporation could not 
neglect the small industries until such a Corporation was set up in 
the State. The loan was sanctioned by unanimous vote of the Board 
of Directors and it is, therefore, obvious that the Directors including 
Dr. Ghose were satisfied \vith the explanations offered in regard to 
the objection raised by Dr. Ghosh. 

Hindustan National Glass Manufacturing Co. Ltd. 

The application of this company for a loan of Rs. 14,00,000 was 
referred to the Ministry of Commerce & Industry on the 26th October, 
1950, but no reply was received till the meeting of the late Executive 
Committee held on the 6th January, 1951 when it was decided to 
obtain the opinion of Dr. Atma Ram, Joint Director of the Central 
Glass and Ceramic Research Institute, Calcutta. 
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The Ministry's letter in reply to the earlier reference was receiv- 
ed on the 23rd January, 1951 and therein the Ministry stated inter 
alia that the project seemed to be still in the planning stage, as the 
Company had not started either the construction of the factory or 
the erection of the furnace; and, therefore, they were unable to 
recommend the firm’s request for financial assistance. 

Dr. Atma Ram submitted his report on 23rd June, 1951 and the 
gist of his report is given below: 

“The construction of the main buildings has already started. 
The plant ordered by the company, if efficiently organised 
and worked to full capacity, should be able to produce 
quality goods provided proper raw materials are used. 
There is not likely to be any difficulty in mai'keting Ihe 
goods if they are of good quality and are produced at a 
reaisdnable cost. The factory is favourably located in 
regard to the nearness of market and there is not likely 
to be any difficulty in getting the supplies of raw 
materials.” 

It will be observed that the scheme had taken shape when Dr, 
Atma Ram made his report several months after the receipt of the 
Ministry’s letter. Dr. Atma Ram, in his report, had exhaustively 
dealt with the scheme of the Company and the possibility <k 
marketing their products. Therefore, a fresh reference to the 
Ministry was not considered necessary and the loan was sanction- 
ed by the late Executive Committee at their meeting held on the 
25th August, 1951. 

It will be observed that the Ministry were not able to recom- 
mend the loan in January, 1951 as the project of the Company was 
then in a planning stage. The Ministry had not recommended a 
total ban on the sanction of a loan to the Company in the future. 
At the time of the sanction of the loan, the Corporation had the 
opinion of a Government Expert, even though technically of a 
subordinate office of the Ministry. 

Ceramic Products Limited 

The Company’s application for a loan of Rs. 3 lakhs was 
referred to the Ministry of Commerce and Industry on the 6th 
April, 1953 to advise the Corporation about the prospects and 
feasibility of the scheme. The Ministry’s reply was received on 
llth May, 1953. The relevant extracts are reproduced below: — 

“So far as stoneware pipes are concerned their factory came 
into production only recently (May 1952) and they have 
not been able to produce more than 20 per cent, of their 
installed capacity. We have no definite information on 
the quality of their products but from a sample sent to 
us some time back it seems that the quality was general- 
ly poor. There is no denying the fact that there is a 
considerable demand of sanitaryware pipes in the country 
and there is no factory within 400 to 500 miles of the 
Khanapur factory. Further, principal raw materials 
are available near Khanapur and there are reasonable 
chances of the firm finding a market in the adjoining area. 
The proposed expansion, can, therefore, be justified on 
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regional considerations. The performance of Messrs. 
Ceramics Products Ltd., however, has not been such as 
would justify the grant of a loan asked for by- them.” 

“It may be added that the firm have not yet applied for sub- 
stantial expansion as required under the Industries (Deve- 
lopment and Regulation) Act, 1951 since Ceramics is a 
scheduled industry under the Act. It will be necessary for 
them to obtain Government permission before effecting 
substantial expansion in this regard.” 

The Corporation communicated to the Company on 3rd June, 
1953 the above observations of the Ministry. The Company, by 
their letter dated 10th June, 1953 to the Corporation replied to the 
various points raised by the Ministry and also sent direct to the 
Ministry fresh samples of their products. On 17th June, 1953 the 
Corporation sent a copy of the Company’s letter and requested the 
Ministry to forward their views after they had considered the ex- 
planations offered by the Company and examined the fresh samples 
submitted by them. 

The Ministry vide their letter dated 25th August, 1953 observed 
as follows; — 

The demand for sewage pipes has considerably increased 
since 1951. As there is no other factory within 400/500 
miles of the Khanapur factory for manufacturing stone- 
ware pipes, the Licensing Committee came to the con- 
clusion that the proposed expansion was justified. 

The Scheme was also examined by the Development Wing of 
this Ministry and they also supported the grant of the 
licence. 

The late Executive Committee at their meeting held on the 
19th September, 1953 considered the application of the Company 
as also the earlier observations of the Ministry of Commerce and 
Industry as well as the further action taken by the Company on 
tne said observations. They also noted that the Licencing Com- 
mittee of the Ministry had justified the proposed expansion scheme 
of the Company and that the Development Wing, after having 
examined the scheme, had also supported the grant of a licence to 
the Company. It was also explained to the Committee that the 
Company possessed adequate technical staff, that the factory was 
favourably situated with regard to the availability of the principal 
raw materials and that, with the introduction of drainage system 
In about 20 cities and towns in Bombay State within a radius of 200 
miles of the factory, they would be assured of a market for their 
stoneware pipes, which would otherwise have to be imported from 
distant centres after incurring prohibitive transport charges. The 
Committee after deliberation sanctioned the loan of Rs. 3 lakhs to 
the Company. 

The sanction of the loan came up before the Board of Directors 
of the Corporation at their meeting held on the 21st November, 1953 
when they decided that the sanction of the loan to the Company 
should be reconsidered by the Executive Committee for the reason 
that the Ministry of Commerce and Industry had stated that the 
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products of the Company were of poor quality. The Executive 
Committee accordingly reconsidered the matter on the same day 
and decided that the sanction of the loan to the Company should 
be withdrawn. 

On 5th December, 1953, the Ministry advised the Corporation 
that the samples sent by the Company in June showed some im- 
provement, but it would not make any "difference in the opinion ex- 
pressed by them in their earlier letter about the quality of the 
company's products. 

The matter was again considered by the late Executive Com- 
mittee ai their meeting held on the 26th December, 1953 when it 
was explained that 

(1) the company were favourably situated with regard to 
accessibility to raw" materials, nearness to markets etc. 

(2) the company possessed experienced technical personnel, 
besides being well managed. 

(3) the company had applied for the loan to improve the 
quality of their products (stone-ware pipes and refrac- 
tories) by installing additional machinery, the cost of 
which was to be met from the loan applied for. 

(4) with reference to the report of the Ministry of Com- 
merce and Industry that the Company's products were 
of poor quality, the Company had stated that the stone- 
ware pipes, when tested at the Government Central 
Workshop at Dapoli, Poona, conformed to the minimum 
standard specifications and that they were, however, 
getting the pipes tested at the Central Glass and Ceramic 
Research Institute, Calcutta. 

(5) in the matter of refractories, the Company had stated 
that they were tested recently at the Government Test 
House, Alipore, Calcutta, and found to be satisfactory. 

16) the Ministry of Commerce and Industry have justified 
the expansion scheme on regional considerations. 

(7) the Directors of the Company, who were persons of 
business standing, were prepared to guarantee the loan 
in their personal capacity. 

JShri S. Bhoothalingam who w'as then a Director of the Corpora- 
tion and Member of the Executive Committee informed the 
Committee that in the opinion of the Ministry of Commerce and 
Industry, the quality of the products as revealed by the samples 
submitted by the Company showed improvement, though it was not 
entirely satisfactory. 

The late Executive Committee after considering all the aspects 
of the case sanctioned a loan of Rs. 3 lakhs to the Company. The 
sanction of the loan was thereafter reported to the Board ot 
Directors of the Corporation at their meeting held on the 14th 
February, 1954 at which Shri Bhoothalingam was also present. 

This note has also been vetted by Audit. 

M. R. BHIDE, 

Joint Secretary, 



APPENDIX LXXXVI 

Mfemorandum from the Ministry of Finance pursuant to action taken 
on para 49 of the Fifteenth Report regarding warranty clause in. 
contracts {Loss on purchase of condensed milk). 

No. F. 14(ll)-E.II(A)/56 

New Delhi, the 30th August, 1956. 

An instance has been brought to notice vide the Fifteenth 
Heport of the Public Accounts Committee, where, in the absence of 
a Warranty clause in a contract executed by a Ministry for the 
purchase of a perishable store, like condensed milk, a loss due to 
deterioration of the stuff after receipt had to be borne by Govern- 
ment. In this case, the article had not been inspected immediately 
or within a reasonable time of its receipt, at destination, as con- 
templated in Rule 3 of the Rules prescribed for the supply of Articles 
required for public service (Appendix 9 of General Financial Rules, 
Vol. II). Apart from providing in the contract a clause fulfilling 
this requirement contemplated in Rule 3 referred to above, it must 
be ensured, in the case of perishable stores, that a separate warranty 
clause is also invariably provided on the lines indicated in a speci- 
men form of warranty clause enclosed herewith. 

2. To ensure effective use of this clause, it is essential that the 
Ministries, etc. should arrange not only for prompt inspection of 
the consignments of stores immediately on their receipt from the 
suppliers but also for subsequent test checks at suitable intervals 
within the period covered by the warranty clause. The Ministries 
of Food and Agriculture etc. are requested to issue necessary 
instructions to this effect to their subordinate administrative autho- 
rities also. 


P. K. GANAPATHI, 

Under Secretary. 
To 


The Ministries of the Government of India, Cabinet Secretariat 
(with a spare copy for the O. & M. Division) , Prime Ministers’ Sec- 
retariat, Partition Secretariat, Department of Parliamentary Affairs, 
Department of Atomic Energy, Lok Sabha Secretariat, Rajya Sabha 
Secretariat, Secretary and Military Secretary to the President, 
Planning Commission, Community Project Administration, Supreme 
Court, and Vice President’s Secretariat. 


(Model form of Warranty Clause) 

The contractor /seller hereby declares that the goods/stores/ 
articles sold to the buyer under this contract shall be of the best 
quality (and workmanship) and shall be strictly in accordance with 
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the specifications and particulars contaihed/mentioned in the 

clause hereof and the contractor/seller hereby guarantees 

that the said goods/stores/articles would continue to conform to 

the description and quality aforesaid for a period of days/ 

months from the date of delivery of the said goods /stores /articles 
to the Purchaser and that notwithstanding the fact that the Pur- 
chaser (Inspector) may have inspected and/or approved the said 

goods/stores/articles, if during the aforesaid period of days/ 

months the said goods/stores/articles be discovered not to conform 
to the description and quality aforesaid or have deteriorated (and 
the decision of the Purchaser in that behalf will be final and con- 
clusive) the Purchaser will be entitled to reject the said goods/ 
stores/articles or such portion thereof as may be discovered not to 
conform to the said description and quality. On such rejection the 
goods/stores/ articles will be at the seller’s risk and all the provi- 
sions herein contained relating to rejection of goods etc. shall apply. 
The contractor/ seller shall, if so called upon to do, replace the 
goods etc. or such portion thereof as is rejected by the Purchaser 
otnerwise the contractor /seller shall pay to the Purchaser such 
damages as may arise by reason of the breach of the condition 
herein contained. Nothing herein contained shall prejudice any 
other right of the Purchaser in that behalf under this contract or 
Otherwise. 



APPENDIX LXXXVII 

Note from the Ministry of Food and Agriculture (Department of 

Agriculture) pursuant to action taken on para. 54 0 / the 

Fifteenth Report regarding Reserve Pool of Fertilisers. 

Out of claims amounting to Rs. 2,71,583 it has been decided to 
write off a further sum of Rs. 1,37,800 as irrecoverable, thus the 
amount of claims under correspondence has been reduced to 
Rs. 1,33,783. 

The following additional information is furnished as approved 
by the Chief Audit Officer, (F.R. & S.). 

M/s. Nanavati & Co. Ltd., former Clearing and Forwarding 
Agents at Bombay since reported that 20 tons which was previously 
reported as shortage, have subsequently been found to have been 
supplied to the Government of Bombay who have also confirmed 
receipt of the material and have paid for it. The shortage is thus 
reduced to Rs. 4,95,330. The latest position of the shortage is as 
under; — 

1. (a) Amount recovered and adjusted. 

(b) Amount recovered but refunded. 

2. Claims pending settlement (matter under 

arbitration) 

3. Claims written off as irrecoverable. 


Rs. 87,974 
Rs. 18,574 

Rs. 1,33,783 
Rs. 2,54,999 

Rs. 4,95,330 


In connection with the refund of amount of Rs. 18,574 shown 
above against 1(b), it is stated that a sum of Rs. 51,777 being the 
amount of godown shortages of tons 178 was previously recovered 
from M/s. Nanavati from their pending bills. M/s. Nanavati repre- 
sented against this recovery and sought arbitration under t'ne terms 
of the contract. 

The matter was thereupon discussed in meeting of the represen- 
tative of the firm and Law, Finance and Food and Agriculture 
Ministries. After considering all aspects of the case it was decid- 
ed to absolve the firm of the shortage to the extent of 65 tons out 
of the shortage of 178 tons for the reasons that the shortage had 
occurred over a long period of storage and that part of the short- 
age could be attributed to:— 

(i) The use of hooks by the Port Trust labour at Ihe time of 

unloading. 


486 L.S— 27 
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(ii) Spillage in the process of removal to the godowns from 
docks, and 

(iii) Rebagging. 

This decision was reached in order to avoid the trouble and 
expense involved in referring the matter to arbitration and as a 
compromise to settle the outstanding claims pending over a num- 
ber of years. 

Regarding item (2), namely claims pending amounting to 
Rs. 1,33,784, the case is under arbitration. The next hearing of 
the arbitration court is fixed on 22nd September, 1957 provisionally. 

T. C. PURI, 
Joint Secretary. 

18-9-57. 



APPENDIX LXXXVIII 


Note p'om the Ministry of Works, Housing and Supply pursuant to 
action taken on para, 13(a) of the Fifteenth Report regarding 
Budgeting and Control over Expenditure. 

Since the creation of the Budget Cell in this Ministry, there has 
been marked improvement in the control of expenditure resulting 
in a significant decrease in regard to uncovered excesses and un- 
simrendered savings. In regard to provision made for works expen- 
diture, unsurrendered savings could not altogether be eliminated 
on account of the very nature of works which involve acquisition 
of land, purchase of stores, procurement of materials such as steel 
and cement etc. Wherever it has been reliably understood that 
provision made in the budget could not be utilised on account of 
the factors mentioned above, prompt action has been taken for its 
surrender in due time. This arrangement has been made possible 
by keeping a close watch ovv}r progress of (i) expenditure (ii) issue 
of sanctions (iii) fulfiiment <;f Cudal requirements etc. through 
suitable records kept in the Cell. It is hoped that before long it 
would be possible to make substantial improvements in this regard. 

The following table gives a picture in regard to the un- 
surrendered amounts in the Civil Works Grant before and after 
the formation of the Budget Cell: 


Hudg-i PiaalGiani Sj\ings Savings 

r'' nmuKs surrciulvicd Un-^'urren- 

dci od 


Rs. Rs. 

l^Works Expenduure Durini: atid 1952 - 53 * 

1951- 52 . < . • 13,44.^'3^2S8 13, 01,94, 3SS 43,88,300 2,74,88,130’*’ 

1952- 53 16,39,93^000 14,54,09,100 1,85,83,900 24>9>79o9C 

Expc'ulituri aifcr (ir. siibs-quonl I • ihc takui^ uvci the work in the 

■ Pnidga Cdl.) 

^ 953-54 

1954-55 

^Out of tlii'i 1,13,86,500 was sunciideisd bin n it atwpud. 


26.83.42.000 23,16,75,100 3,66,66,9C0 1,91,09,084 

33.85.87.000 27,26,81,248 6,59,05,752 9,62,285 
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APPENDIX XC 


Note from the Ministry of Works, Housing and Supply pursuant to 
action taken on para. 102 of the Sixteenth Report regarding 
nugatory expenditure on the construction of the pre-fabricated 
Housing Factory. 

No. ENT.10(15)/57. New Delhi, dated the 29th May, 1957. 

In para. 102 of theii’ Sixteenth Report, the Public Accounts 
Committee had decided to defer further consideration of the case 
relating to the Housing Factory till (i) the Expert Committee had 
submitted its report and (ii) the final settlement with the firm 
(Messrs. Basakha Singh Wallenberg Limited) had been reported on 
by the Comptroller and Auditor General of India. 

2. As regards (i), it has been decided by the Government of 
India on the 16th April, 1957 that the Hindustan Housing Factory 
should continue to be run by Government as an entirely State- 
owned private limited company with the Authorised Capital of 
Rs. 75 lakhs and “paid-up” capital of Rs. 40 lakhs. It has also 
been decided that the Government should implement the various 
detailed recommendations made in the Report, by the Committee of 
Experts which was set up to determine the future of the Hindu- 
stan Housing Factory. A copy of the Report of the Committee of 
Experts is enclosed. 

3. Regarding (ii) the Comptroller and Auditor General will, no 
doubt, submit his report on the Government’s final settlement with 
Messrs. Basakha Singh Walleiiborg Limited direct to the Public 
Accounts Committee. 

K. S. KRISHNASWAMI, 

Joint Secretary 
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APPENDIX XCI 

Note from the Ministry of Works, Housing and Supply pursuant to 
action taken on para 122 o/ the Sixteenth Report regarding 
Road Rollers hulk procurement scheme. 

The present position of the case is as under: — 

The cost Report on Steam Road Rollers as submitted by the 
Government Cost Accounts Officer has since been fully examined. 
In terms of such examination costs relating to expenditure on the 
Co-ordinating Cell and on imported components with which the 
tirm is concerned, have been finalised. Such finalisation was 
effected after acceptance by the firm of certain disallowances and 
reductions proposed by Government in respect of various items of 
expenses of the Co-ordinating Coll and submission of Auditors cer- 
tificate by the firm regarding reasonableness ot the prices charged 
by them for imported components. 

With regard to finalisation of the costs of the second firm in his 
report the C.C.A.O. had excluded certain items from the computa- 
tion of costs as being inadmissible apparently in terms of the 
contract whilst on some other items the C.C.A.O. had recommend- 
ed substantial reduction of the firm’s claims. In doing so, he 
(C.C.A.O.) recommended that a final decision on these items should 
be taken by the D.G.S. & D. in consultation with Finance. As most 
of these items were of a controversial nature these could only be 
settled by discussion with the firm. A meeting was, accordingly, 
held on 7th November, 1956 with this firm in association v/ith 
Finance and C.C.A.O. to settle the various points so that final 
decisions could be taken on the finalisation of these issues. As a 
result of this meeting, some of the cases have been finalised. 
Others are still outstanding. 


One of the major items, on which decision is yet to be taken, is 
the cost of Ordnance Factories components (which represents about 
*45 per cent, of cost of the rollers). On this issue the C.C.A.O. had 
observed that the rate originally fixed for these components should 
be revised and refixed as certain components valued at about Rs. 37 
lakhs which were originally included in the list of components to 
be manufactured by the ordnance factories were not supplied by 
them and these had therefore to be obtained from other sources. 
The D.G.O.F. has not so far accepted this view. A meeting has 
been proposed to be held shortly with the Ministry of Defence to 
expedite settlement of this matter. 

• 

The recoveries based on the provisional price of Steam Road 
Rollers and shown as outstanding in the previous Note furnished 
to the Public Accounts Committee by this Ministry on the 19th 
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March, 1956, have been made except for an amount of Rs. 9,650/- 
(excluding Rs. 12/8/- on account of departmental charges, which 
are also recoverable) from the Cantonment Board, Meerut. The 
Ministry of Defence with whom the matter was taken up, have 
stated that the accounts will be settled after the price is finalised. 

As the contract is of a complicated nature and there are various 
parties to the contract with whom costs have to be settled before 
the final price can be determined, the finalisation of this case has 
been somewhat delayed. However, efforts " are being made to 
finalise the price as early as possible. 

M. R. SACHDEV, 
Secretary. 

8-8-57. 
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